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This  study  analyzed  the  problems  of  development  in  the 
tertiary  sector  of  the  Navajo  economy.    An  underdeveloped 
tertiary  sector  allows  income  generated  by  the  Navajos' 
primary  industries  to  flow  off  the  reservation  v/ithout 
generating  secondary  jobs  and  sources  of  income  for  the 
Navajos.     Lack  of  development  in  the  tertiary  sector  also 
forces  Navajo  consumers  to  drive  long  distances  to  do  their 
shopping,  restricts  their  selection  of  consumer  goods,  and 
results  in  higher  prices  on  the  reservation  than  in  peri- 
pherial  towns.     This  study  tested  the  hypothesis  that  the 
lack  of  small  business  development  on  the  Navajo  Reserva- 
tion was  largely  the  result  of  the  Navajos'  unique  legal, 
financial,  cultural,  and  educational  institutions. 


The  reservation  business  community  was  statistically- 
analyzed  according  to  ownership,  business  category,  and 
geographical  distribution;  the  data  were  then  placed  in  a 
context  where  they  were  compared  A^^ith  similar  data  from 
surrounding  states  and  counties.     The  data  showed  that  over 
60  percent  of  the  reservation's  businesses  were  owned  by 
non-Navajos;  the  businesses  were  clustered  around  govern- 
ment boarding  schools;  and  the  business  community  was  domi- 
nated by  the  old  trading  post  system.     On  a  per  capita  basis, 
the  reservation's  retail  sector  was  six  times  smaller  than 
that  of  the  surrounding  areas,  the  wholesale  sector  was  100 
times  smaller,  and  the  service  sector  14  times  smaller. 
The  size  of  reservation  businesses  did  not  compensate  for 
their  scarcity. 

In  testing  the  hypothesis,   it  was  found  that  a  number 
of  institutional  factors  hinder  the  reservation's  business 
development.     The  Navajo  system  of  land  tenure  forces  en- 
trepreneurs to  obtain  business  leases  from  the  Tribe,  and 
obtaining  the  lease  is  a  slow  and  difficult  task.  Finan- 
cially,  it  is  difficult  for  Navajo  entrepreneurs  to  obtain 
capital  from  private  sources,   and  Tribal  and  Federal  govern- 
ment sources  of  capital  are  not  adequate  for  the  Navajo's 
business  needs.     Navajo  culture  hinders  business  development 
in  a  number  of  ways:     overextension  of  credit  to  relatives 
causes  many  businesses  to  fail;   the  Navajo  religion  dis.- 
courages  capital  accumulation;  "familistic  individualism" 
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discourages  the  emergence  of  entrepreneurs;  and  estab- 
lished trade  patterns  often  cause  Navajos  to  bypass  reser- 
vation business  to  shop  in  pe^ripheral  towns.     The  Navajo 
educational  system  does  not  emphasize  the  teaching  of  basic 
economics  or  business  decision  making  skills.     There  is 
also  a  general  unfamiliarity  with  the  nature  of  American 
capitalism  and  the  role  of  profits  in  a  market  economy; 
this  often  results  in  hostility  toward  businessmen  and  busi 
ness  in  general.  .  •  ■ 

The  development  of  the  reservation's  tertiary  sector 
would  slow  the  outflow  of  the  Navajo's  primary  income  and 
generate  new  jobs  and  secondary  sources  of  income;  however, 
there  are  many  obstacles  to  developing  business  on  the 
reservation,  and  the  pace  of  development  is  likely  to  be 
slower  than  the  Navajos  desire. 
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CHAPTER  I 
INTRODUCTION 


In  recent  years,  Americans  have  shown  an  increasing 
awareness  of  the  cultural  and  ethnic  diversity  of  the  United 
States.     This  recognition  of  diversity  marks  a  significant 
deviation  from  the  "consensus  and  homogeneity"  theme  which 
for  many  years  dominated  the  ideas  and  policies  of  both  the 
United  States  government  and  the  American  people."''  The 
movement  toward  self -awareness  and  self-determination  among 
minority  groups  was  focused  at  first  on  the  nation's  black 
community.     Over  time,  however,  other  ethnic  minorities 
began  to  show  an  awakened  interest  in  their  own  heritage 
and  to  demand  recognition  of  the  uniqueness  of  their  social 
and  economic  problems.     This  study  is  devoted  to  the  exami- 
nation of  a  specific  economic  problem  of  one  of  the  nation's 
least  visible  minority  groups- -the  Navajo  Indians. 

The  Problem 

In  the  context  of  the  United  States  economy,  the  Nava- 
jos,   like  most  American  Indians,  are  poor.     The  estimated 

Barton  J.  Bernstein,  cd..  Towards  a  New  Past:  Dissent- 
ing. J-^^i^Z^_iilJ^i]l^lA5=^^  (New  York:  Random  House,  1969) , 

p.  Vll. 
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per  capita  income  of  the  Navajos  in  1970  was  $831.  This 
figure  compares  with  a  per  capita  income  of  $2,894  esti- 
mated for  the  State  of  New  Mexico,   $3,336  estimated  for 
Arizona,  and  $3,680  estimated  for  the  nation  as  a  whole. 
The  Navajos'   low  per  capita  income  is  reflected  in  a  lower 
level  of  living,  especially  in  the  quality  of  their  diet, 
housing,  and  health. 

Many  of  the  Navajos'  economic  problems  stem  from  the 
strong  dependence  of  the  reservation  economy  on  agriculture 
and  a  few  modest  extractive  industries.     The  Navajo  economy 
is  not  generally  considered  to  be  diversified;   it  does  not 
have  a  significant  manufacturing  sector,   and  it  does  not 
have  an  adequately  developed  tertiary  sector.     The  lack  of 
development  in  the  manufacturing  and  tertiary  sectors,  com- 
plicated by  a  rapidly  growing  population  and  a  relatively 
unproductive  land  base,   contributes  greatly  to  the  reserva- 
tion's inability  to  adequately  support  its  population.  The 
absence  of  a  well  developed  secondary  or  manufacturing  and 
processing  sector  forces  many  Navajos  to  seek  employment 
off  the  reservation.     And  many  of  those  Navajos  who  will 


Navajo  Agency,  BIA,   Program  Memorandum  and  Budget  Data 
(Window  Rock,  Arizona:   Navajo  Agency,  BIA,   197lX^  This 
memorandum  was  restricted  material  which  the  author  was  not 
allowed  to  see.     The  figures  quoted  above  were  read  to  the 
author  from  the  material. 

3 

U.  S.  Department  of  Commerce,   Survey  of  Current  Busi- 
ness, April,   1970   (Washington,  D.  C:   Government  Printing 
Office,   1970),  p.   16.     This  periodical  supplied  data  on  New 
Mexico,  Arizona,  and  the  United  States. 
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not  leave  the  reservation  or  cannot  find  suitable  jobs  Avith- 
in  commuting  distance  from  the  reservation  have  to  depend 
on  a  subsistence  agrarian  income  or  welfare  assistance. 
The  absence  of  a  well  developed  tertiary  or  small  business 
sector  allows  most  of  the  income  generated  by  the  reserva- 
tion's basic  industries  to  flow  directly  off  the  reserva- 
tion,'^    The  first  stages  of  the  multiplier  effect  are  not 
felt,  and  many  job  opportunities  and  sources  of  secondary 
income  are  lost  to  the  Navajo  people. 

This  study  will  be  concerned  with  the  development  of 
'    the  reservation's  tertiary  or  small  business  sector.  Given 
the  present  limitations  on  the  reservation's  capital  and 
entrepreneurial  resources,  the  development  of  Navajo  small 
businesses  offers  an  opportunity  for  immediate  economic 
benefits.     The  development  of  the  secondary  or  manufacturing 
and  processing  sector  of  the  Navajo  economy  would  require 
the  investment  of  large  amounts  of  capital  and  the  employ- 
ment of  relatively  sophisticated  entrepreneurial  resources. 
The  development  of  small  businesses  on  the  reservation,  how- 
ever, would  be  more  accessible  to  individual  Navajo  entre- 
preneurs and  would  represent  a  more  gradual  transition  from 
the  present  agrarian  economy.     A  well  developed  small  busi- 
ness community  on  tlie  reservation  could  help  provide  needed 


Among  the  reservation's  basic  sources  of  income  are 
agriculture,   gas  and  mineral  production,  handicrafts,  tour- 
ism, and  numerous  government  programs. 


4 


jobs  and  could  also  help  many  young  Navajos  obtain  business 
skills  important  to  the  reservation's  economic  growth. 
Furthermore,   it  could  reduce  the  leakage  of  the  Navajos' 
basic  income  and  cause  the  first  few  rounds  of  the  multi- 
plier effect  to  be  felt  on  the  reservation.     The  presence 
of  a  larger  number  of  tertiary  businesses  could  also  reduce 
the  distance  that  Navajos  have  to  travel  to  do  their  shop- 
ping, provide  a  larger  selection  of  commodities  from  which 
to  choose,  and  lead  to  lower  prices  through  increased  com- 
petition.    By  providing  ancillary  services  that  did  not  pre- 
viously exist,   a  small  business  community  could  also  assist 
in  the  future  development  of  the  industrial  sector  of  the 
Navajo  economy. 

The  Setting  of  the  Problem 

The  Navajos  are  the  largest  tribe  of  Indians  in  the 
United  States,  both  in  population  and  in  reservation  size. 
The  Navajo  Reservation  covers  14,450,369  acres  or  over 
24,000  square  miles  of  land;   added  to  this  are  over  3,500,000 
acres  of  Navajo-owned  land  in  areas  near  the  reservation.^ 
In  1970,   there  were  approximately  130,000  persons  identified 
as  Navajo  estimated  to  be  living  on  or  near  the  reservation,. 

^  Robert  Young,  The  Navajo  Yearbook  (Window  Rock,  Ari- 
zona:  Navajo  Agency  of  the  BIA,   1961) ,  p.   264;  Jane  M. 
Christian,  The  Navajo:     A  People  in  Transition  (El  Paso: 
West  Texas  State  University  Press,   1965) ,  p.  4. 
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showing  an  annual  rate  o£  population  growth  that  may  be  as 
high  as      4     percent.^    At  this  rate  of  growth,  the  Navajo, 
population  would  reach  300,000  by  the  year  2000. 

The  reservation  covers  almost  as  much  land  as  New 
Hampshire,  Connecticut,  Vermont,  and  Rhode  Island  com.bined, 
and  is  similar  in  size  to  West  Virginia.     However,  Navajo- 
land  has  not  been  as  hospitable  to  humans  as  the  states  men- 
tioned above,  and  has  historically  been  able  to  support  far 
fewer  people.     There  are  approximately  5.4  persons  per 

Q 

square  mile  on  the  reservation.       This  man-to-land  ratio 
is  more  than  twice  that  of  adjacent  rural  areas  populated 
by  non- Indians.     Considering  the  relatively  unproductive 
nature  of  the  land,  the  reservation  is  actually  crowded. 
It  has  been  estimated  that  the  reservation  can  support  only 
about  35,000  people  at  a  minimum  subsistence  level  through 
agriculture  alone. ^ 


Melvin    R,  Wise,  Director,  Branch  of  Information  and 
Statistics,  BIA,  Window  Rock,  Arizona,  private  interview, 
August,   1970;  Young,  The  Navajo  Yearbook,  p.  321. 

7 

Robert  Cullum,  Assistant  Area  Director,  Division  of 
Community  Services,   BIA,  Window  Rock,  Arizona,  private 
interview,  August,  1970. 

This  figure  was  calculated  from  the  data  mentioned 

above . 

Robert  F.  Spencer  and  Jessee  D.  Jennings,    '  The 
Native  Americans   (New  York:  Harper  and  Row,  1965),  p.  319. 
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FIGURE  I. 
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The  Literature 


There  has  been  a  tendency  in  this  century  for  white 
men  to  treat  the  Navajos  as  an  object  of  curiosity.  This 
curiosity  has  generated  a  great  deal  of  study  of  the  Navajos 
by  scholars  in  many  different  fields.''"^    IIoKever,   there  have 
been  no  systematic  studies  of  the  Navajo  economy  which  can 
match  the  anthropological,  educational,  and  linguistic 
studies  that  have  been  conducted;  yet  nowhere  are  the  Nava- 
jos more  likely  to  benefit  materially  from  research  than 
in  the  field  of  economics.     Of  course,  some  studies  of  the 
Navajo  economy  have  been  made,  but  generally  these  studies 
have  been  "project-oriented,"  dealing  with  such  matters  as 
the  feasibility  of  a  sawmill,  an  irrigation  project,  or  a 
wool  processing  plant.  """^    While  these  studies  are  generally 
very  valuable  for  the  success  of  the  projects  under  consid- 
eration, they  do  not  reveal  much  about  the  overall  structure 
and  problems  of  the  Navajo  economy.     The  purpose  of  this 
study  is  to  fill  a  gap  in  the  literature  dealing  with  Navajo 


For  example,  see  Clyde  Kluckhohn  and  Dorothea  Leighton, 
The  Navajo  (Garden  City,  New  York:   Doubleday  and  Co.,  Inc., 
1962);  Robert  A.   Roessel,   Indian  Communities  in  Action 
(Tempe,  Arizona:  Arizona  State  University  Press,  1967); 
Robert  IV.  Young,  English  as  a  Second  Language  for  Navajos: 
An  Overview  of  Certain  Cultural  and  Linguistic  Factors  " 
(Albuquerque:   Bureau  of  Indian  Affairs  ,  '  1968)  ~. 

A  fairly  complete  list  of  project  reports  and  feasi- 
bility studies  of  the  reservation  economy  can  be. found  in 
United  States  Department  of  Interior,  Bureau  of  Indian  Af- 
fairs ,  Economic  Development  of  American  Indians  and  Eskimos , 
1930-1967,  A  Bibliography  (Washington,  D.   C:   Government  ~ 
Printing  Office,  1968),  p.  244. 
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economic  development  by  providing  an  analysis  of  the  reser- 
vation's existing  business  community  and  by  examining  the 
unique  problems  involved  in  developing  small  businesses  on 
the  reservation. 

Hypothesis  to  be  Tested 

This  study  will  test  the  following  hypothesis: 

The  absence  of  small  businesses  on  the  Navajo 
Reservation  is,  to  a  large  extent,  the  result 
of  a  number  of  structural  hindrances  that  stem 
from  the  Navajos'  unique  legal,  financial, 
cultural,   and  educational  institutions. 

While  it  is  generally  assumed  that  the  tertiary  sector  of 

the  Navajo  economy  is  underdeveloped,   this  assumption  must 

be  proved  and  examined  in  a  comparative  context  if  it  is  to 

be  meaningful.     This  study  will  show  to  what  extent  the 

small  business  community  on  the  reservation  is  developed 

relative  to  the  surrounding  counties,  the  larger  areas  of 

the  Southwest  (including  Arizona  and  New  Mexico),   and  the 

United  States  as  a  whole.     The  study  will  then  isolate  and 

analyze  a  number  of  the  Navajos'  unique  social,   legal,  and 

cultural  characteristics  and  show  their  relevance  to  Navajo 

small  business  development.     This  last  section  of  the  analy 

sis  will  constitute  the  larger  part  of  the  study. 
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Methodology  and  Research  Techniques 

In  order  to  test  the  hypothesis,   it  v/as  first  neces- 
sary  to  demonstrate  that  the  small  business  community  on 
the  reservation  was  underdeveloped  relative  to  surrounding 
areas.     To  demonstrate  this  underdevelopment,  data  had  to 
be  gathered  from  which  the  state  of  small  business  develop- 
ment on  the  reservation  could  be  statistically  determined. 
In  attempting  to  gather  the  data  the  author  discovered  that 
no  public  inventory  of  reservation  businesses  existed.  The 
only  list  of  reservation  businesses  in  existence  was  held 
by  the  Bureau  of  Indian  Affairs'    (BIA)  Office  of  Real  Prop- 
erty Management  in  Window  Rock,  Arizona,  and  it  was  not 
normally  available  for  public  examination.     Through  contacts 
within  the  BIA,   the  author  was  eventually  able  to  obtain  a 
copy  of  this  list  of  businesses  and  from  it  construct  a 
statistically  useful  inventory  of  the  reservation's  small 
business  community. 

The  original  list  contained  a  record  of  all  business 
leases  issued  by  the  Tribe,  but  it  was  an  imperfect  register 
of  existing  businesses  on  the  reservation.     Some  of  the  busi- 
nesses listed  had  been  issued  leases  without  ever  having 
opened,   and  some  businesses  were  listed  which  had  recently 
closed.     In  order  to  determine  v/hich  businesses  on  the  list 
had  opened  and  were  still  in  operation  the  author  had  to  go 
through  the  entire  list  with  a  Navajo  tribal  official  who 
was  familiar  with  all  of  the  businesses.     Since  the  list  did 
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not  differentiate  the  businesses  by  Navajo  and  non-Navajo 
ownership,   it  was  necessary  to  have  the  Navajo  official 
indicate  the  type  of  ownership  of  each  business.     Once  the 
inventory  of  reservation  businesses  was  updated  and  cate- 
gorized according  to  the  Standard  Industrial  Classification, 
it  was  then  possible  to  compare  the  reservation  business 
data  with  data  for  surrounding  areas  obtained  from  the  De- 
partment of  Commerce's  Census  of  Business. 

Once  the  state  of  business  development  on  the  reserva- 
tion had  been  determined,   it  was  then  necessary  to  gather 
information  concerning  the  Navajos'  unique  legal,  financial, 
cultural,   and  educational  institutions  for  use  in  analyzing 
the  original  hypothesis  concerning  business  development  on 
the  reservation.     The  gathering  of  this  information  necessi- 
tated the  use  of  primary  research  techniques.     One  primary 
research  tool  employed  in  the  study  was  the  use  of  personal 
interviews.     The  purpose  of  the  interviews  was  to  discern 
local  attitudes  and  ideas  concerning  Navajo  business  develop- 
ment and  to  secure  information  concerning  specific  business 
development  problems  that  could  not  be  found  in  print.  These 
interviews  were  conducted  between  July  15  and  January  1, 
1970.     A  variety  of  individuals  were  interviewed,  including 
Navajo  businessmen,  wliite  merchants  and  financiers,  Bureau 
of  Indian  Affairs  officials,  Navajo  Tribal  authorities,  and 
other  governmental  officials.     In  determining  the  persons 
to  be  interviewed,  there  were  two  main  techniques  of  selection. 
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First,  the  author  asked  certain  men  who  were  knowledgeable 
in  Navajo  affairs  to  suggest  the  names  of  individuals  whom 
they  thought  might  give  helpful  interviews.     Second,   it  was 
obvious  from  the  occupation  of  certain  individuals  that 
they  were  likely  to  be  knowledgeable  about  a  particular 
question  under  consideration.     The  author  carefully  attempted 
to  obtain  a  representative  cross  -  section  of  opinions  on  prob- 
lems wfhenever  this  was  possible.     Whenever  a  particular  prob- 
lem necessitated  the  use  of  interviev/s,  the  author  v/ould  pre- 
pare a  list  of  from  ten  to  fifteen  questions  which  he  would 
ask  each  person  interviewed.     There  was  a  logical  succession 
in  the  questions,  but  the  interviews  were  open-ended  and 
whenever  the  conversation  demanded  it,  the  order  of  the 
questions  was  altered.     Frequently,  during  the  course  of 
the  conversation,   the  persons  interviewed  would  answer  ques- 
tions without  the  interviev;er  having  to  ask  them.  Follow- 
ing each  interview  the  author  would  immediately  transcribe 
his  notes  in  order  to  prevent  later  misinterpretation.  The 
author  met  with  great  success  in  obtaining  interviews  with 
individuals  v/hom  he  desired  to  meet.     Generally,  inter- 
viewees were  very  cooperative  and  interested  in  the  author's 
work;  only  occasionally  did  the  author  encounter  any  hostil- 
ity on  the  part  of  those  whom  he  sought  to  interview. 

Another  primary  research  tool,   the  survey  questionnaire, 
was  used  to  discover  information  about  the  personal  back- 
ground and  business  problems  of  reservation  entrepreneurs. 
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This  questionnaire  was  adapted  from  a  larger  questionnaire 
used  to  study  entrepreneurs  in  Georgia  and  Texas.  The 
questionnaire  was  mailed,  along  with  a  stamped  and  addressed 
return  envelope,  to  every  businessman  identifiable  from  the 
inventory  of  reservation  businesses.     IVhen  response  to  the 
mailed  questionnaire  proved  light,   the  author  personally 
traveled  around  the  reservation  and  distributed  question- 
naires to  all  of  the  business  owners  he  encountered.     A  copy 
of  the  questionnaire  and  the  accompanying  introductory  let- 
ter may  be  found  in  Appendices  B  and  C.  '  . 

During  the  research,   the  author  found  two  local  news- 
papers to  be  particularly  helpful  through  their  reporting 
of  news  items  that  were  relevant  to  the  reservation  economy; 
they  were  the  Navajo  Times  and  the  Gallup  Independent. 
Other  primary  written  materials  examined  included  records 
of  the  BIA  and  the  Navajo  Tribal  Council  that  were  avail- 
able for  public  examination.     The  author  was  also  fortunate 
in  being  allowed  to  examine  several  non-public  documents 
which  were  important  to  his  research.     The  majority  of  the 
secondary  material  used  in  this  study  is  presented  in  Chap- 
ter V  and  the  initial  sections  of  Chapter  VI. 

Organization  of  the  Study 

In  Chapter  II  the  reservation  business  population  will 
be  analyzed  according  to  the  type  of  business,  the  ownership 
of  the  business,  and  the  geograpliical  distribution  of 
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businesses  on  the  reservation.     Tables  will  be  developed 
comparing  reservation  business  development  with  development 
in  surrounding  counties,   statues,  and  the  country  as  a  whole. 

In  Chapter  III,  the  unique  legal  and  political  hin- 
drances to  Navajo  small  business  development  will  be  exam- 
ined.    Topics  discussed  will  include  Navajo  sovereignty, 
the  reservation's  peculiar  tax  situation,  the  role  of  the 
Bureau  of  Indian  Affairs  in  business  development,   and  the 
structure  and  history  of  the  Tribal  government.     Also  dis- 
cussed will  be  the  land  tenure     system  on  the  reservation 
and  the  problems  involved  in  obtaining  a  business  lease. 

Chapter  IV  will  be  devoted  to  examining  the  financial 
problems  involved  in  developing  Navajo  small  businesses. 
Sources  of  financial  capital  will  be  discussed,   and  the  at- 
titudes of  local  non- Indian  bankers  and  financiers  tov;ard 
Navajo  small  business  development  v/ill  be  examined.  Recent 
actions  by  the  Federal  government  affecting  the  availability 
of  capital  for  Navajo  business  development  will  be  discussed 
The  role  of  the  Small  Business  Administration  in  Navajo 
bu  siness  development,   insurance  prol^lems  faced  by  reserva- 
tion businessmen,  and  the  potential  of  franchising  to  help 
business  development  on  the  reservation  will  also  be  exam- 
ined in  Chapter  IV. 

Chapter  V  will  deal  with  the  influence  of  Navajo  cul- 
ture on  the  reservation's  business  development.     Some  of  the 
topics  discussed  will  be  the  Navajo  family,  language. 
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religion,  and  personality.     Also  discussed  will  be  the 
Navajos'  attitudes  toward  competition,  work,   saving,  and 
property.     The  discussion  of  these  cultural  topics  will  be 
carried  only  to  the  depth  necessary  to  determine  their 
relevance  to  small  business  development.     It  will  not  be 
the  purpose  of  this  study  to  explore  the  many  non-economic 
facets  of  these  cultural  traits. 

In  Chapter  VI  the  educational  factors  which  influence 
Navajo  business  development  will  be  examined.     The  role  of 
education  in  developing  a  business  character  and  disposi- 
tion among  the  Navajos  will  be  discussed,  and  the  history 
of  the  Navajo  educational  system  will  be  explored  in  that 
context.     The  relationship  between  education  and  entrepre- 
jieurs  will  also  be  examined,  and  the  educational  programs 
designed  to  aid  Navajo  businessmen  will  be  evaluated.  The 
results  of  a  survey  of  the  background  and  problems  of  reser 
vation  entrepreneurs  will  also  be  presented  here. 

In  Chapter  VII,  the  significant  findings  of  the  study 
will  be  presented  and  recommendations  designed  to  facili- 
tate business  development  on  the  reservation  will  be  made, 
based  on  these  findings. 


CHAPTER  II 

THE  STATE  OF  BUSINESS  DEVELOPMENT 
ON  THE  NAVAJO  RESERVATION 

The  Navajo  people  constitute  a  distinct  cultural  group 
within  the  United  States.     They  have  a  distinct  language, 
a  distinct  religion,  a  unique  social  structure,  and  a  his- 
tory different  from  that  of  the  larger  society  which  sur- 
rounds them.l    As  a  result  of  this  distinctiveness,  the. 
Navajos  generally  identify  themselves  as  a  people  apart 
from  the  dominant  culture  and  tend  to  prefer  living  on  the 
reservation  to  living  in  the  alien,  non-Navajo  land. 

A  recent  manpower  survey  on  the  reservation  showed  this 
desire  to  live  on  the  reservation  to  be  a  reality  when  72 
percent  of  the  Navajo  labor  force  indicated  that  they  did 
not  want  to  leave  the  reservation  for  employment.^  Further- 
more,  the  same  survey  found  that,   out  of  a  labor  force  of 
32,350  persons  on  the  reservation,   20,250  persons  were  "non- 
employed."      The  combination  of  this  high  level  of  unemploy- 
ment coupled  with  the  desire  to  live  on  the  reservation 


^  Clyde  Kluckhohn  and  Dorothea  Leighton,  The  Navajo 
(Garden  City,  New  York:  Doubleday  and  Co.,   Inc.,  196277 

^  U.   S.  Department  of  the  Interior,  Bureau  of  Indian 
Affairs.  Navajo  Manpower  Survey.  Window  Rock,  Arizona:  Un- 
published manuscript,  IWIW. 
Ibid. ,  p.  8. 
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gives  rise  to  two  possibilities  concerning  the  state  o£ 
business  development  on  the  reservation.     One  possibility 
is  that  there  are  a  number  of  businesses  on  the  reservation 
employing  non-Navajo  personnel;  the  other  possibility  is 
that  there  are  few  businesses  on  the  reservation  and  there- 
fore few  job  opportunities  for  the  Navajos. 

Analysis  of  the  Business  Data 

The  scope  of  the  analysis  which  follows  was  limited 
to  small  retail,  wholesale,   and  service -oriented  businesses 
(hereafter  shown  as  tertiary  industries)."^     It  is  this  ter- 
tiary sector  of  the  Navajo  economy  which  appears  to  offer 
the  greatest  opportunity  for  development  by  the  individual 
Navajo  entrepreneurs.     The  development  of  the  manufacturing 
and  extractive  sectors  of  the  Navajo  economy  is  likely  to 
demand  comparatively  larger  amounts  of  capital  investment 
and  relatively  sophisticated  entrepreneurs  and  managers. 

Reservation  Businesses  According  to  Type 
of  Business  and  Race  of  Owner 

From  Table  1,   it  may  be  seen  that  the  most  comjiion  type 
of  business  on  the  reservation  is  the  general  merchandise 
store.     At  the  national  level  the  "general  store"  has  not 
been  of  any  great  significance  for  a  number  of  years,  as  the 


Charles  P.  Kindleberger ,   Economic  Development 
York:  McGraw-Hill,   Inc.,   1965),  p.  316;  
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trend  toward  specialty  stores  has  grown.       To  the  Navajos, 
the  general  merchandise  store  is  knovm  as  a  trading  post. 
And  it  is  the  trading  post  v;hich  currently  constitutes  the 
"life  blood"  of  the  business  community  on  the  reservation. 
This  situation  is  largely  the  result  of  the  credit  system 
established  by  the  trading  posts,  which  is  one  of  the  key 
features  of  the  market  economy  on  the  reservation.  The 
credit  system  is  interesting  in  that  it  is  characterized 
by  a  six-month  cycle  based  on  the  traditional  economy  of 
the  Navajos.     In  the  autumn,   the  lambs  from  the  flocks  pro- 
vide a  source  of  revenue  to  the  Navajos     while  in  the  spring, 
the  shearing  of  the  sheep  and  goats  for  wool  and  mohair  pro- 
vides another  round  of  revenue.     In  between  the  two  revenue 
periods,   the  trading  post  has  historically  been  the  source 
of  credit  to  the  Navajos,  providing  them  with  credit  in 
commodities  and  sometimes  in  cash.     It  is  believed  by  some 
people,  however,  that  the  trading  posts  will  soon  lose  their 
dominant  role  in  the  Navajo  business  coimnunity.     For  as  the 
Navajos  move  from  their  traditional  occupations  into  wage 
earning  jobs,   the  role  of  the  trading  post  credit  system 
should  become  less  vital. 

It  is  worth  noting  that  approximately  80  percent  (see 
Table  1)   of  this  key  sector  of  the  Navajo  economy  is  con- 
trolled by  non-Navajos,  a  fact  which  has  led  some  Navajo 


U.   S.  Department  of  Commerce,   Bureau  of  the  Census, 
£^il^O.'-isines^s_,^_JJ)67_,Re^taj^^  States  (Wash- 

ington, D.  C:   Governmentn.5rinting~(TfIice ,  196"D77~ppT  1-4. 
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leaders  to  level  charges  of  colonialism  against  the  non- 
Navajo  community. 

In  the  area  of  retailing,  the  gasoline  service  station 
is  the  second  most  common  business  establishment.     It  is 
here  that  the  greatest  absolute  number  of  Navajo  entrepre- 
neurs are  found.     One  of  the  main  reasons  for  the  large 
number  of  Navajo  entrepreneurs  in  this  field  is  the  low 
capital  requirements  necessary  for  starting  such  a  business 
and  the  correspondingly  low  levels  of  managerial  resources 
that  the  entrepreneur  needs  to  possess.     There  is  also  a 
tribal  regulation  which  limits  the  ownership  of  gas  sta- 
tions to  Navajos;  however,   this  regulation  is  circumvented 
in  a  number  of  cases. 

The  category  "eating  and  drinking  establishments"  con- 
sists only  of  eating  establishments.     The  Navajo  reserva- 
tion has  no  liquor  stores  because  the  selling  of  alcoholic 
beverages  is  illegal  on  the  reservation.     Also,   the  cate- 
gory "automotive,  dealers"  should  not  be  confused  with  estab- 
lishments that  sell  new  and  used  cars.     There  are  no  new  or 
used  car  dealers  on  the  reservation;   the  Navajo  businesses 
in  this  category  sell  new  and  used  automobile  parts.'' 


"MacDonald  v.  Nakai,"  Gallup  Independent,  August  7. 
19  70,  pp.   1  and  6.   *  

7 

Because  the  Department  of  Commerce's  Census  of  Busi- 
ness was  not  broken  down  into  categories  lowei^han  SIC  "55 
at  the  county  level,   it  was  necessary  to  use  the  broader 
automotive  classification  in  the  comparative  tables. 
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Since  there  is  only  one  ivholesale  business  on  the 
reservation  (see  Table  1) ,   the  supplying  of  the  retail 
establishments  on  the  reservej>tion  is  done  almost  entirely 
by  wholesale  establishments  located  off  the  reservation. 

It  is  in  the  area  of  service  establishments  that  the 
Navajo  entrepreneur  is  proportionately  most  common.  Ap- 
proximately three-fifths  of  the  reservation's  service  estab- 
lishments are  owned  by  Navajos.     In  contrast,  only  three- 
eighths  of  all  establishments  on  the  reservation  are  owned 
by  Navajos.     The  best  explanation  of  this  high  frequency  of 
Navajo  ownership  in  service  establishments  is  not  the  low 
capital  requirements,  but  rather  the  relative  newness  of 
most  of  these  types  of  businesses  on  the  reservation. 

There  is  today  a  desire  on  the  part  of  the  Navajo  Tribe 
to  see  control  of  the  reservation's  business  community  lo- 
cated in  Navajo  hands.     This  desire  is  manifested  in  an  un- 
written preference  in  granting  business  leases  to  Navajos 

rather  than  to  non-Navajos,  when  otlier  factors  are  equal.   

As  a  result,  a  high  proportion  of  leases  on  new  businesses 
are  granted  to  Navajo  entrepreneurs.     As  an  illustration, 
the  first  two  categories  under  service  establishments  con- 
tain types  of  businesses  that  are  relatively  new  on  the 
reservation.     In  the  first  category,   trailer  courts  and 
facilities  for  camper  trailers  are  included.     Of  the  six 
establishments  of  this  type,   five  are  owned  by  Navajos.  In 
the  "personal  services"  category,  coin  operated  laundries 
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and  dry  cleaning  businesses  constitute  seven  of  the  ten 
establishments  listed.     Of  these  seven  businesses,  six  are 
owned  and  operated  by  Navajos.     Coin  operated  laundries 
are  not  a  new  business  in  the  United  States,  but  they  are 
a  relatively  new  business  on  the  reservation. 

Reservation  Businesses  According  to 
Geographic  Distribution 

In  Table  2,  the  Navajo  business  population  is  divided 
among  the  grazing  districts  of  the  reservation.     These  graz 
ing  districts  are  also  tribal  political  boundaries  in  the 
sense  that  each  district  contains  a  certain  number  of 
"chapters"  which  are  the  basic  community  units  of  the  Navaj 
Tribe.     There  are  22  grazing  districts,  but  five  of  these 
districts,   16,   19,   21,   22  and  23,   are  not  located  on  the 
reservation.     They  are  in  areas  adjacent  to  or  away  from 
the  reservation.     There  is  no  district  20,  and  district 
number  6  is  actually  the  Hopi  Indian  reservation.  i 

As  is  apparent  from 'fable  2,   the  bus inesTpopula troll  " 
is  not  spread  evenly  over  the  reservation  but  tends  to  be 
concentrated  in  a  few  areas.     Six  districts   (3,   8,   10,  12, 
17  and  18)  contain  13  businesses  or  67  percent  of  the  reser 
vation's  total  business  population.     Each  of  these  six  dis- 
tricts is  adjacent  to  tourist  attractions  and  contains  larg 
government  facilities - -mainly  boarding  schools.     District  3 
contains  the  communities  of  Cameron  and  Tuba  City,  Arizona, 
and  is  near  the  Grand  Canyon;  district  8  contains  Kayenta, 
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Table  2 

Business  Population  by  Reservation  District, 
Navajo  Reservation,  1970* 


All  Estab- 


District 

Inhabitants 

lishments 

Retail 

Wholesale 

Services 

1 

4,207 

5 

5 

0 

0 

2 

3,282 

2 

2 

0 

0 

3 

5,240 

11 

11 

1 

1 

4 

7,325 

3 

3 

0 

0 

5 

3,061 

3 

3 

0 

0 

7 

6,892 

6 

6 

0 

0 

8 

6,071 

25 

18 

0 

7 

9 

5,784 

6 

6 

0 

0 

10 

8,188 

27 

22 

0 

5 

11 

3,004 

9 

9 

0 

0 

12 

14,930 

37 

29 

0 

8 

13 

3  ,083 

3 

3 

0 

0 

14 

6,941 

9 

9 

0 

0 

15 

7,692 

5 

4 

0 

1 

17 

9,425 

17 

17 

0 

0 

18  • 

10,166 

30 

26 

0 

4 

^Sources:     Business  data- -see  Table  1;  population  data 
obtained  from  mimeographed  "Estimate  of 
Population:     Navajo  Cliapters  and  Districts, 
April  1,  1970,"  Bureau  of  Indian  Affairs, 
Window  Rock,  Arizona. 
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'5-  . 

Ai-izona,   and  is  near  Monument  Valley;  district  10  contains 
Chinle,  Arizona,  and  is  at  the  entrance  to  Canyon  de  Chelly 
National  Monument;   district  12  contains  Shiprock,  New  Mexi- 
co,  and  is  near  Shiprock  Peak;  district  17  contains  Ganado, 
Arizona,  and  is  near  a  national  historical  site;   and  dis- 
trict 18  contains  Fort  Defiance  and  Window  Rock,  Arizona-- 
both  significant  tourist  areas  and  also  the  seat  of  govern- 
ment for  the  Navajo  Tribe. 

Table  3  depicts  the  population  per  business  according 
to  reservation  districts.     Here,  the  concentration  of  busi- 
nesses in  certain  areas  is  even  more  apparent.     At  the  upper 
extreme,  there  are  2,662  persons  per  business  in  district  4; 
and  at  the  lower  extreme,   243  persons  per  business  in  dis- 
trict 8.     The  median  is  650  persons  per  business.  Evidently, 
certain  businesses  in  the  high  population/business  areas  are 
heavily  patronized  or  else  the  Navajos  in  these  areas  must 
travel  long  distances  to  purchase  the  goods  and  services 
they  desire.     The  scarcity  of  businesses  in  these  areas^also^ 
provides  the  opportunity  for  higher  prices  as  a  result  of 
the  existence  of  "spatial  monopoly"  power. 

Comparison  of  the  Reservation  Business 
Population  wTth  Other  Areas" 

Tables  4,   5  and  6  show  the  state  of  development  of  the 
Navajos'   retail,  v/holesale,   and  service  sectors  compared 
with  the  state  of  development  of  these  sectors  in  neighbor- 
ing counties,  surrounding  states,  and  the  national  economy 
as  a  whole. 
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Table  3 

Population  par  Business  by  Reservation  District, 
Navajo  Reservation,  1970* 


All 


District 

Establishments 

Retail 

V/holesale 

Services 

1 

841 

841 

0 

0 

2 

1,641 

1,641 

0 

0^ 

3 

458 

582 

5,240 

5,240 

4 

2,662 

2,662 

0 

0 

5 

1,020 

1,020 

0 

0 

7 

1,149 

1,149 

0 

0 

8 

243 

337 

0 

867 

9 

964 

964 

0 

0 

10 

303 

372 

0 

0 

11 

334 

334 

0 

0 

12 

404 

515 

0 

1,866 

13 

1,026 

1,026 

0 

0 

14 

771 

771 

0 

0 

15 

1,538 

1,538 

0 

0 

17 

554 

554 

0 

0 

18 

339 

391 

0 

2,545 

^Sources:     Data  derived  from  Tables  1  and  2. 
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Retail  Sector 

Table  4  shows  that,  while  there  are  171  retail  estab- 
lishments on  the  reservation,   the  surrounding  counties  o£ 
McKinley,   San  Juan,  Coconino,  and  Navajo  have  from  three 
to  four  times  as  many  retail  establishments.     Yet  the  Navajo 
reservation  has  two  and  a  half  times  as  many  people  as  the 
largest  county- -Coconino .     Only  Apache  County  does  not 
greatly  surpass  the  reservation  in  the  number  of  retail 
bu  sinessesj  however,   it  does  have  more  retail  businesses 
than  the  entire  reservation  while  having  only  one  third  as 

Q 

many  people.       To  place  the  Navajos'   situation  in  a  more 
vivid  context,   the  city  of  Gallup,  New  Mexico,  with  a  popu- 
lation of  only  14,000  persons,  has  approximately  100  more 
retail  stores  than  the  entire  reservation  with  a  population 
of  130,000  persons.^ 

The  large  number  of  general  merchandise  stores  on  the 
reservation  accounts  partially  for  the  small  number  of  re- 
tail stores  in  some  of  the  other  categories.     A  reservation 
trading  post  is  likely  to  carry  some  merchandise  associated 
with  nearly  every  other  category  listed  in  Table  4.     It  is 
worth  noting,  however,   that  there  is  not  a  "building 


Employment  Security  Commission  of  Arizona,  Population 
Estimates  of  Arizona  (Phoenix:  Arizona  State  Employment 
Service,  1967),  p.  2. 

9 

U.   S.  Department  of  Commerce,  Bureau  of  the  Census, 
Census  of  Business,  1967, Retail  Trade:     New  Mexico  (Washing- 
ton,.D.  C:  Gbvernment~l-'rinting  Uttice,  1959;,  p.  8. 
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materials -hardware  store"  or  a  "drug  store"  on  the  entire 
reservation  of  125,000  square  miles. 
V/holesale  and  Service  Sectors 

The  Navajos'  comparative  situation  with  regard  to 
wholesale  establishments  is  no  better  than  that  of  the  re- 
tail situation,  as  Table  5  indicates.     There  is  only  one 
establishment  on  the  reservation  that  could  be  classified 
as  a  wholesale  business,  and  it  is  a  relatively  small-scale 
sand  and  gravel  operation  located  near  Tuba  City,  Arizona. 
Wholesale  business  establishments  in  the  surrounding  coun- 
ties, with  their  much  smaller  populations,  greatly  outnumber 
wholesale  business  establishments  on  the  Navajo  reservation. 

In  the  area  of  service  establishments,  the  reservation 
fares  no  better.     As  Table  6  shows,  with  the  exception  of 
Apache  County,  each  of  the  surrounding  counties  has  from 
five  to  ten  times  as  many  service-oriented  businesses.  And 
even  Apache  County  has  twice  as  many  service  businesses  as 
the  reservation.     Thus,  there  emerges  a  picture  of  the  Nava- 
jo reservation  without  a  well  developed  tertiary  sector. 
To  the  extent  that  this  sector  is  not  developed,  the  Navajo 
economy  remains  undiversif ied  relative  to  other  areas  of 
the  nation. 

Comparison  of  the  Population/Business  Ratios 

The  lack  of  development  in  the  tertiary  sector  is 
further  illustrated  in  Table  7,  where  population/business 
ratios  are  presented.     Here  the  Navajo  ratios  of  760/1 
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retail,   130,000/1  wholesale,   and  4,063/1  services  are  so 
large  relative  to  other  areas  shown  that  it  is  difficult 
to  believe  that  the  areas  are  all  part  of  the  same  national 
economy.     With  the  exception  of  Apache  County,  all  of  the 
other  areas  have  a  minimum  of  six  times  fewer  people  per 
retail  business,  100  times  fewer  people  per  wholesale  busi- 
ness and  fourteen  times  fewer  people  per  service  business. 
When  only  the  businesses  ovmed  by  Navajos  on  the  reserva- 
tion are  shown,  as  in  Table  8,  the  Navajo  population/busi- 
ness ratios  grow  even  larger. 

A  key  variable  in  this  situation  is  the  size  of  the 
businesses  being  considered.     If  the  businesses  on  the 
reservation  were  several  times  larger  than  the  off-reserva- 
tion businesses,  there  would  be  some  compensation  for  the 
high  population/business  ratios.     Unfortunately,   it  has 
been  impossible  to  quantitatively  compare  tlie  size  of 
Navajo  businesses  with  of f -reservation  businesses.     To  have 
done  this  would  have  required  data  concerning  sales  volume, 
employment,  or  other  size-revealing  information.     No  such 
data  are  available  to  private  individuals,  for  the  Depart- 
ment of  Commerce  will  not  reveal  information  about  individual 
firms  from  its  Census  of  Business.     However,   it  is  not  diffi- 
cult to  qualitatively  evaluate  the  size  of  Navajo  businesses. 
Although  simple  observation  may  often  be  misleading,   in  the 
case  of  businesses  on  the  reservation  it  is  impossible  to 
escape  the  impression  that  the  majority  of  businesses  are 
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Table  7 

Population  per  Business,  Navajo  Reservation 
and  Related  Geographic  Areas,   1967  and  1970* 


Retail 

Wholesale 

Services 

Navajo  Reservation 

760 

130,000 

4,063 

New  Mexico 

110 

721  - 

278 

McKinley  County 

125 

1,328  • 

285 

San  Juan  County 

116 

527 

161 

Ariz  ona 

115 

726 

160 

Apache  County 

274 

3,750 

608 

Coconino  County 

102 

801 

138 

Navajo  County 

109 

1,253 

215 

Mountain  States 

105 

595 

147 

United  States 

112 

635 

167 

"Sources:     Business  data  derived  from  Tables  1  through 
6;  population  data.  Department  of  Commerce, 
Bureau  of  the  Census ,  Current  Population 
Reports:     Population  Estimates  (Washington, 
D.  C:     GPd,   1967),  p.   2;  Employment  Secur- 
ity Commission  of  Arizona,  Population  Esti- 
mates of  Arizona  196  7,  p.   2;  Bureau  of  Busi- 
ness Research,  New  Mexico  Population  Esti- 
iimtes   (Albuquerque:     University  of  New  Mexico, 
1967T,  pp.  1-4. 
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Table  8 

Population  per  Business  by  Area  and 
Reservation  Ownership,  Navajo  Reservation 
and  Related  Geographic  Areas,   1967  and  1970* 


Retail 

Wholes  ale 

Services 

Navajo  Reservation, 
Navajo  Owned 

2,321 

130,000 

7,222 

Navajo  Reservation, 
Non-Navajo  Owned 

1,240 

0 

10,000 

New  Mexico 

110 

721 

278 

McKinley  County 

125 

1,328 

285 

San  Juan  County 

116 

527 

161 

Ar 1 7  on  a 

1.  J.  D 

1 0  u 

Apache  County 

27  A 

3,750 

608 

Coconino  County 

102 

801 

138 

Navajo  County 

109 

1,253 

215 

Mountain  States 

105 

595 

147 

United  States 

112 

635 

167 

■^Sources:     Derived  from  Tables  1  through  7. 
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small  rural  operations.  Therefore,  it  may  be  qualitatively 
stated  that  large  business  size  is  not  an  offsetting  factor 
to  the  reservation's  high  population/business  ratios. 

The  data  presented  above  show  that  the  Navajo  reserva- 
tion does  not  have  a  developed  tertiary  sector  relative  to 
surrounding  areas.     The  population/business  ratios  in  the 
retail,  wholesale,  and  service  sectors  are  many  times  great 
er  than  the  surrounding  areas,   and  the  size  of  reservation 
businesses  does  not  act  as  an  offsetting  factor  to  these 
high  ratios.     While  the  reservation  cannot  support  an  un- 
limited number  of  small  businesses,  given  the  present  level 
of  effective  demand,   the  evidence  suggests  that  more  reser- 
vation businesses  than  are  presently  in  existence  could  be 
supported  by  the  Navajos.     Total  personal  income  on  the 
reservation  is  approximately  $108  million  per  year,  and 
many  businesses  in  peripheral  towns,   such  as  Gallup,  New 
Mexico,  and  Farraington,  New  Mexico,  are  dependent  on  the 
trade  "of  Navajo  consumers  . 

In  a  developed  economy,   it  is  generally  assumed  that 
mobility  of  the  factors  of  production  is  a  common  character- 
istic--at  least  in  the  long  run.     The  factors  associated 
with  the  development  of  tertiary  businesses  have  not  shown 
any  significant  movement  from  the  national  to  the  Navajo 

10 

Navajo  personal  income  derived  from  data  in  Chapter  I. 
Navajo  per  capita  income  x  Navajo  population  =  Navajo  per- 
sonal income. 


36 


economy.     It  is  the  basic  hypothesis  of  this  study  that 
there  are  a  number  of  unique,   short-run  structural  hindran- 
ces to  the  development  of  a  tertiary  sector  in  the  Navajo 
economy.     The  remainder  of  the  study  will  be  devoted  to  an 
examination  of  these  hindrances. 


CHAPTER  III 


LEGAL  AND  POLITICAL  FACTORS  AFFECTING 
NAVAJO  SMALL  BUSINESS  DEVELOPMENT 

The  political  status  of  the  Navajo  Tribe  might  best 
be  described  as  one  of  limited  or  residual  sovereignty. 
The  limited  sovereignty  of  the  Navajo  Tribe  does  not  stem 
from  a  delegation  of  such  power  by  the  Federal  government; 
it  comes  from  the  original  tribal  sovereignty  possessed  by 
the  Navajos  before  their  conquest  by  the  United  States. 
Following  the  conquest  of  the  Navajos  by  the  armies  of  the 
Federal  government,  the  original  tribal  sovereignty  became 
limited  by  treaty  and  statutes.     However,   these  limitations 
are  specific  and,   like  the  relationship  between  the  Federal 
government  and  the  states,   those  elements  of  sovereignty 
not  specifically  restricted  are  assumed  to  reside  in  the 
governmental  powers  of  the  Navajo  Tribe.     This  right  of 
sovereignty  has  been  recognized  in  a  number  of  judicial 
decisions  which  generally  adhere  to  three  fundamental 
principles : 

(1)  An  Indian  tribe  possessed  in  the  first 
instance,  all  the  powers  of  any  sovereign 
state.     (2)  Conquest  rendered  the  tribe 
subject  to  the  legislative  power  of  the 
United  States  and,   in  substance  terminated 
the  external  powers  of  sovereignty  of  the 
tribe,  e.g.,   its  power  to  enter  into  trea-- 
ties  with  foreign  nations,  but  did  not  by 
Itself  terminate  the  internal  sovereignty 
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of  the  tribe,   i.e.,   its  pov;ers  of  local 
self-government.     (3)  These  internal 
powers  were,  of  course,   subject  to  quali- 
fication by  treaties  and  by  express  legis- 
lation of  Congress,  but,   save  as  thus  ex- 
pressly qualified,  many  powers  of  internal 
sovereignty  have  remained  in  the  Indian 
tribes  and  in  their  duly  constituted  or-  • 
gans  of  government . -'- 

This  recognition  of  Indian  tribes  as  a  nation  within 

a  nation  took  place  as  early  as  1832,  when  Chief  Justice 

John  Marshall  recognized  the  Cherokee  tribe  as  a  nation 

constituting  a  distinct  community  in  which  state  laws  could 

have  no  force.      The  classic  case  recognizing  the  Navajo 

Tribe's  sovereignty  was  Williams  v.   Lee,   in  1959,   in  which 

Justice  Black  wrote  the  opinion.     He  found  that 

.    .    .   the  internal  affairs  of  the  Indians 
remained  exclusively  within  the  jurisdic- 
tion of  whatever  tribal  government  existed 
....  and  that  the  cases  in  this  Court  have 
consistently  guarded  the  authority  of  Indi- 
an governments  over  the  reservations.  Con- 
gress recognized  this  authority  of  the  Nava- 
jos  in  the  Treaty  of  1868  and  has  done  so 
ever  since.     If  this  power  is  to  be  taken 
away  from  them  let  the  Congress  do  it.^ 

The  Navajos,  therefore,  constitute  a  relatively  sover- 
eign political  body.     The  Tribe  controls  all  internal  af- 
fairs unless  specified  otherwise  by  treaty  or  statute,  and 
the  Constitution  of  the  United  States  does  not  apply  to  the 


^  Robert  W.  Young,  The  Navajo  Yearbook  (V/indow  Rock, 
Arizona:  Navajo  Agency  ol  the  BTK,  1961,  p.  384. 

2 

Williams  v.  Lee,   358  U.S.   217  (1958). 
^  Ibid. ,  p.  223. 
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Navajo  Reservation  unless  specifically  stated  by  Congress. 
Since  Congress  has  made  the  Constitution  applicable  to  the 
Navajo  Tribe  in  only  a  few  cases,   the  Tribe  is  generally 
exempt  from  its  provisions. 

Structure  and  History  of  Tribal  Government 

The  existence  of  this  limited  sovereignty  places  a 
large  amount  of  power  in  the  hands  of  the  Tribal  govern- 
ment.    The  execution  of  political  power  is  carried  out  by 
a  relatively  independent  governmental  body  established  by 
the  Navajo  people.     A  brief  examination  of  this  governmental 
structure  will  help  in  understanding  many  of  the  legal  prob- 
lems involved  in  developing  small  businesses  on  the  reser- 
vation.. 

Structure  of  the  Government 

In  the  past,  Navajo  political  organization  v/as  charac- 
terized by  informality  and  decentralization . ^  Therefore, 
the  development  in  the  1920 's  of  a  centralized  governmental 
autliority  constituted  a  significant  landmark  in  the  politi- 
cal history  of  the  Navajo  people.     This  central  authority 
is  the  Tribal  Council,  founded  in  1923,  and  established  to- 
day in  Window  Rock,  Arizona,  at  the  southeastern  boundary 
of  the  reservation. 


Robert  F.  Spencer  and  Jesse  D.  Jennings  The 
Native  Americans   (New  York:   Harper  and  Row,   iyoSj,'  pT~4 . 
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It  is  not  the  purpose  of  this  paper  to  discuss  the 
history  of  the  emergence  of  this  body,   for  this  has  been 
done  elsewhere.^     But  it  should  be  noted  that  this  body  has 
only  recently  begun  to  be  looked  upon  by  the  Navajos  as  a 
significant  instrument  for  Navajo  self-determination.  This 
change  in  attitude  is  due  largely  to  the  historical  inde- 
pendence of  the  local  areas  on  the  reservation  and  to  the 
former  isolation  of  the  reservation  from  the  mainstream  of 
American  life.     However,  with  the  emergence  of  the  Navajo 
economy  and  the  increasing  cosmopolitanism  of  the  Navajo 
people,  the  need  for  a  strong  governmental  voice  to  repre- 
sent the  political  needs  of  the  people  has  increased  the 
stature  and  significance  of  the  Tribal  Council.     The  Council 
is  a  legislative  body  consisting  of  74  delegates.^     It  pass- 
es upon  the  expenditure  of  tribal  funds,  the  issuance  of 
traders'  licenses,  the  promotion  of  law  and  order,  and  a 
vast  number  of  other  legislative  matters  over  which  it  has 
jurisdiction.     The  executive  branch  of  the  Tribal  government 
consists  of  the  Chairman  of  the  Tribal  Council,  the  Vice 
Chairman,  and  their  staffs  and  various  administrative 


For  the  history  of  t]ie  development  of  the  Tribal  Coun- 
cil,  see  Young,  The  Navajo  Yearbook,  pp.   371-428;  Clyde 
Kluckhohn  and  Dorothea  Leighton,  The  Navajo  (New  York: 
Doubleday  and  Co.,   Inc.,   1962),  pp.   139-166;  and  Lawrence 
C.  Kelly,  The  Navajo  Indians  and  Federal  Indian  Policy 
(Tucson:  University  of  Arizona  Press,   1968),  passing  _ 

^  Laura  Gilpin,  The  Enduring  Navajo   (Austin,  Texas: 
University  of  Texas  Press,  196  8)",  p.  162. 
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divisions.     While  this  branch  of  the  Tribal  government  is 
not  powerless,  its  power  has  been  very  limited  by  a  Tribal 
Council  that  has  traditionally  been  reluctant  to  delegate 
significant  authority  to  the  Chairman.     The  Tribal  Chairman 
does  not  possess  veto  powers  over  the  actions  of  the  Tribal 
Council  or  Advisory  Committee,  and  he  cannot  initiate  any 
action  involving  tribal  resources  without  prior  authoriza- 
tion by  the  Council.'^ 

The  Advisory  Committee,  mentioned  above,  was  estab- 
lished in  1947,  and  consists  of  eighteen  members  selected 
from  the  membership  of  the  Tribal  Council.     It  serves  an 
essentially  executive  function  although  it  is  structurally 
an  arm  of  the  legislative  branch.     This  committee  has  a 
very  influential  role  in  the  reservation's  business  develop- 

Q 

ment  due  to  its  lease  granting  povvers. 

At  the  local  community  level,   the  Tribal  Council  has 
developed  a  "Reservation  Chapter  System."     These  "chapters" 
are  designed  to  deal  with  local  problems  of  a  social  or 
minor  political  nature.     Their  significance  as  a  local  ad- 
ministrative branch  of  the  Tribal  government  is  minimal, 
as  the  Tribal  government  functions  at  the  local  level  more 
through  its  various  administrative  divisions  than  through 

Young,  The  Navajo  Yearbook- 1961 ,  pp.   336  and  391. 

^  Young,  The  Navajo  Yearbook- 1961 ,  p.   391;  Gilpin,  The 
Enduring  Navajo,  p.  165. 
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the  offices  of  the  chapter  houses.      However,  the  "chapters 
are  politically  important,  and  they  appear  to  serve  an  in-, 
creasingly  significant  function  in  providing  a  forum  for 
the  diffusion  and  settlement  of  minor  conflict."*"^ 

Recent  Federal  Programs 

The  Federal  government  has  been  involved  in  Navajo  af- 
fairs for  over  a  hundred  years  through  the  Indian  Service 
and  various  other  governmental  agencies.     Since  1960,  sever 
al  non-BIA  organizations  have  been  established  that  are  of 
special  interest  to  small  business  development.     One  of  the 
most  controversial  organizations  to  emerge  during  this 
period  has  been  Dinebeiina  Nahilna  Be  Agaditahe  or  D.N. A. 
(which  means  literally,   "Lawyers  for  the  Restoration  of 
Navajo  Life").     This  organization  operates  a  legal  services 
program  designed  to  provide  the  Navajo  people  with  free 
legal  advice  and  also  to  provide  a  certain  degree  of  legal 
education  concerning  the  Navajos'   rights  and  responsibili- 
ties. 

Two  areas  of  D.N.A. 's  activity  are  of  special  concern 
to  the  Navajo  small  business  community.     First,  D.N.A.  is 
active  in  the  area  of  debt  collection.     It  attempts  to  pro- 
tect the  Navajo  people  from  collection  abuses  by  local 


Young,'  Th_e  Navajo  Yearbook- 1961 ,  pp.   335-336;  Kluck- 
hohn  and  Leighton,  'nie  Navaj  o ,  p.   15  8. 

See  the  section  in  this  chapter  dealing  with  land 
tenure,  pp.  48-60. 


43 


merchants  and  salesmen  on  the  reservation,  and  in  so  doing, 
incurs  the  wrath  of  many  businessmen  v;ho  charge  D.N. A.  with 
promoting  irresponsibility  among  the  Navajo  consumers.''""'' 
Another  area  in  which  D . N . A .  has  an  impact  on  business  devel- 
opment is  in  the  realm  of  business  leases.     As  will  be  shown 
later,  obtaining  a  business  lease  on  the  Navajo  Reservation 
is  very  difficult  and  constitutes  one  of  the  chief  hindran- 
ces to  the  reservation's  business  development.     The  legal 
procedure  for  obtaining  a  lease  is  very  complex,  especially 
for  a  poorly  educated  individual.     D.N. A.  has  the  potential 
to  help  Navajo  businessmen  obtain  leases  by  providing  the 
lease  applicants  with  an  element  of  legal  guidance  that  has 
heretofore  been  missing. 

Another  federal  program  on  the  reservation  is  the 
Office  of  Navajo  Economic  Opportunity  (ONEO) .     This  is  an 
innovative  organization  that  has  helped  Navajo  people  in 
proposing  economic  programs  and  in  administering  federal 
money  to  operate  the  projects  themselves.     The  program  has 
grown  significantly  since  its  inception  and  is  now  one  of 
the  largest  employers  on  the  reservation."'"^ 


Fred  Tamony,  President  of  Gallup  Federal  Savings  and 
Loan  Association,  Gallup,  New  Mexico,  private  interview, 
July  28,   1970;   also  Joe  Vidal,  Vldal  Insurance  Company, 
Gallup,  New  Mexico,  private  interview,  July  28,  1970. 

1 2 

Adam  Lutynski,   legal  clerk  of  D.N. A. ,  Window  Rock, 
Arizona,  private  interview,  August  26,  1970. 

1 

Bureau  of  Indian  Affairs,  Navajo  Manpower  Survey-1970 
(unpublished  manuscript),  pp.   Sl^TZ'T  [ 
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Like  D.N. A. ,  ONEO  engages  in  a  wide  variety  of  activi- 
ties.    Of  special  interest  to  business  development  is  the 
former  Community  Effort  for  Economic  Development  (CEED) 
Division  of  ONEO.     This  program  was  designed  to  help  pro- 
mote small  business  development  at  the  local  chapter  level. 
CEED  actively  encouraged  the  expansion  of  the  Navajo  Tribal 
Credit  Union  as  a  potential  source  of  financial  capital  for 
small  businessmen.     Coordinated  with  this  expansion  of  the 
Credit  Union,  CEED  worked  to  secure  the  adoption  of  an  over- 
all plan  for  Navajo  business  development.     Keeping  with  the 
Navajo  tradition  of  community  effort,  CEED  encouraged  the 
local  chapters  to  act  as  entrepreneurs  and  establish  "chap- 
ter" or  "community  businesses"  in  a  number  of  areas.  These 
businesses  x\?ere  to  have  consisted  of  a  service  station,  a 
drive-in-grocery  store  complex  and,  in  a  few  areas,  motels 
and  cooperative  shopping  centers.         The  program  as  out- 
lined by  CEED  officials  appeared  very  attractive;  however, 
before  the" program  could  be  enacted,  CEED  was  dissolved  on 
September  1,  1970,  along  with  the  plan  for  small  business 
development.     ONEO  had  nothing  concrete  proposed  to  fill 
the  void  of  activity  in  the  business  development  area  at 
that  time. 


Rex  Kontz,  Director  of  Community  Effort  for  Economic 
Development,  Office  of  Navajo  Economic  Opportunity,  Fort 
Defiance,  Arizona,  personal  interview,  y\ugust  26  ,  1970. 
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Tribal  Attitude  Tov/ard  Business  Dovclopment 

The  Navajo  Tribal  government  has  shown  a  very  positive 
attitude  toward  small  busines's  development  on  the  reserva- 
tion.    However,  not  all  of  the  Tribe's  efforts  in  promoting 
business  development  have  met  with  success.     During  the 
period  1951-1954,   the  Navajo  Tribe  undertook  the  founding 
of  some  eighteen  different  enterprises  which  were  designed 
to  diversify  the  tribal  economy  and  employ  Navajo  people.  "''^ 

By  1955,  almost  $900,000  had  been  invested  in  these 

businesses  by  the  Federal  government,   and  the  Tribe  had 

contributed  approximately  $40,000  to  their  financing. 

However,  by  the  end  of  1955,  only  seven  of  these  enterprises 

were  in  tribal  hands;  most  of  them  had  been  closed  and  a 

few  had  been  sold  or  leased  to  private  non-Navajo  business- 
17 

men.         The  Tribe's  first  attempt  at  playing  the  role  of  an 
entrepreneur  proved  only  partially  successful  and  led  to  a 
re-orientation  of  its  development  philosophy. 

Following  the  experience  of  the  mid-19  50's,  the  Tribe 
adopted  the  policy  of  encouraging  established  businesses  to 
locate  on  or  near  the  reservation.     This  policy  was  backed 
by  cash  inducements  to  some  companies  in  the  form  of  payroll 
subsidies  supplied  by  the  Tribe  for  an  initial  development 


15 

Young, 

The 

Nava j  o 

Yearbook- 

1961, 

p. 

190. 

16 

Young, 

The 

Nava j  0 

Yearbook- 

1954, 

p. 

38. 

17 

Young, 
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Nava j  0 

Yearbook- 

1961, 

P- 

190. 
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period,  with  the  stipulation  that  the  businesses  would  em- 
ploy Navajo  personnel.     However,  when  three  of  the  four  new 
subsidized  companies  failed  soon  after  using  up  their  sub- 
sidies from  the  Tribe,   "the  Tribe  adopted  a  policy  of  cau- 
tiously  feeling  its  way  in  future  developments." 

Thus,  during  the  19  50 's,   the  Navajo  Tribe  not  only 
encouraged  business  development  and  economic  diversifica- 
tion, but  also  actively  entered  the  development  arena  and 
acted  as  an  entrepreneur.     The  success  of  these  tribal  ef- 
forts was  very  limited,  however,  partially  due  to  the  fre- 
quent recessions  during  the  1950 's.'^^    As  a  result  of  this 
experience,  the  Tribe  has  subsequently  limited  its  entre- 
preneurial role  to  endeavors  which  generally  possess  the 
characteristics  of  a  natural  monopoly,  e.g.,   the  Navajo 
Tribal  Utility  Authority. 

V/hile  the  Tribe  was  actively  seeking  to  develop  the 
business  community  on  the  reservation  by  acting  as  an  entre- 
preneur,  it  also  sought- to -encourage  the  act ivities  of  in- 
dividual Navajo  entrepreneurs.     As  early  as  1939,  tlie  Tribal 
Council  passed  a  resolution  saying  that  "Navajos  should  be 
encouraged  to  go  into  business  for  themselves."     To  further 
this  goal,   the  Council,  in  the  same  resolution,  provided 
that  only  Navajo  Indians  could  be  granted  licenses  to 

Young,  The  Navajo  Yearbook- 1958 .  p.  85. 
Young,  The  Navajo  Yearbook- 1961 ,  p.   19  2. 
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operate  filling  stations  and  that  any  transfers  of  filling 
station  ownership  had  to  be  to  other  Navajos.     The  same 
resolution  also  encouraged  Navajos  "to  buy  out  the  white 
Indian  traders.  "^'^     However,  as  the  analysis  in  Chapter  II 
illustrated,  the  filling  station  ownership  provision  has 
not  been  strictly  enforced,  and  Navajos  have  not  signifi- 
cantly bought  out  the  white  Indian  traders.  Nevertheless, 
the  resolution  does  reflect  the  policy  or  the  goals  of  the 

Tribal  government  and  is  a  positive  encouragement  to  Navajo 

2 1 

small  businessmen. 

Acting  along  similar  lines,   the  Advisory  Committee 
moved  in  1956  to  give  a  rent  advantage  to  new  Navajo  busi- 
nesses.    The  Committee  set  the  annual  rental  fee  for  busi- 
ness leases  at  $10  per  year  for  the  first  ten  years  of 
operation.     This  fee  was  significantly  lower  than  the  rental 
fee  to  non-Navajos.2^    The  philosophy  behind  this  action 
was  ... 

to  grant  members  of  the  Tribe  a  reasonable 
period  of  time  in  which  to  acquire  the 
business  acumen  necessary  to  enable  them 
to  compete  effectively  with  others  engaged 
in  competing  businesses  ...  .23 


Navajo  Tribal  Council,  Resolution  CM-7-39.  1939. 
Ibid. 

2  2 

Advisory  Committee  of  the  Navajo  Tribal  Council, 
Resolution  ACJ-48-56.  1956. 

Ibid. 
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In  May,  1970,   the  Tribal  Council  passed  two  more  busi- 
ness-related resolutions.     One  resolution  was  designed  to 
guarantee  the  Tribe's  right  t*o  control  and  regulate  business 
on  the  reservation;  the  other  resolution  was  designed  to 
protect  reservation  business  leases  from  state  taxation.  ^'^ 
Actually,   the  first  resolution  only  stated  a  situation  that 
already  existed;  however,   it  did  form  the  basis  for  the 
second  resolution  which  was  designed  to  protect  small  busi- 
nesses on  the  reservation  from  having  to  pay  a  "lease -hold" 
tax  levied  by  the  State  of  Arizona. 

The  Tribal  government,   through  its  actions  and  legis- 
lation, has  demonstrated  a  desire  to  assist  the  development 
of  small  businesses  on  the  reservation.     Its  efforts  during 
the  1950 's  v/ere  generally  unsuccessful  and  the  reservation 
business  community  is  still  underdeveloped  (see  Chapter  II). 
However,  the  Tribal  government  is  continuing  to  play  an 
active  role  in  the  development  process. 

Land  Tenure 

Few  of  the  problems  involved  in  starting  a  business 
on  the  reservation  equal  the  problem  of  obtaining  a  land 
lease  for  building  a  business.     The  business  lease  problem 
stems  from  the  unique  land  tenure  status  of  the  Navajo  Tribe 


Navajo  Tribal  Council,  Resolutions  CMY-33-70,  1970. 
and  CMY-43-70,  1970. 

25 

See  the  section  in  this  chapter  dealing  with  taxation. 
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The  Navajo  Nation  owns  some  24,000  square  miles  of  land, 
and  the  title  to  this  land  is  held  in  trust  for  the  Tribe 
by  the  United  States  government.        Navajo  individuals  do 
not  personally  own  land  on  the  reservation;  therefore,  they 
may  neither  mortgage  nor  sell  reservation  land.     The  use- 
rights  to  all  of  the  land  on  the  reservation  are  held  col- 
lectively by  the  Tribe,  and  individual  Navajos  simply  pos- 
sess what  is  knovm  as  "inherited  use -ownership"  of  the       . : 
land.^^ 

Navajo  families  secure  their  "use -ownership"  from  cus- 
tom.    That  is,  a  Navajo  family  has  use-rights  to  certain 
areas  of  reservation  land  because  tlieir  family  has  tradi-  .: 
tionally  lived  in  that  particular  area.     Such  a  "family 
area"  may  be  inhabited  by  other  Navajo  families  only  if  the 
original  family  moves  from  their  traditional  area  to  another 
area.     Thus,   a  Navajo  family's  right  to  use  certain  pieces 
of  reservation  land  is  secured  not  by  the  traditional  land 
titles  of  the  non-Navajo  society,  but  rather  by  the  recog- 
nition of  their  rights  to  the  land  by  their  fellow  Navajos. 

The  Navajo  pattern  of  land  "ownership"  is  based  upon 
the  family  rather  than  the  individual  or  the  Tribe  as  a 
whole.     Thus,  the  Navajo  pattern  differs  from  that  of  the 
white  society's  individualism  and  also  from  the  communal 


Young,  The  Navajo  Yearbook- 19  61 ,  p.   2  63. 
Kluckhohn  and  Leighton,  The  Navajo,  p.  106. 
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land  ownership  found  among  several  of  tlie  "Pueblo"  peoples. 
And  as  Kluckhohn  points  out  in  The  Navajo,   attempts  by  cer- 
tain  Navajos  to  impose  v;hite  practices  with  regard  to  prop- 
erty rights  have  been  "among  the  most  bitterly  resisted  of 
all  innovations." 

Obtaining  a  Business  Lease 

Reservation  land  may  not  be  sold  to  non-Navajos  or  be 
sold  by  one  Navajo  individual  to  another  Navajo  individual. 
As  a  result,  a  person  seeking  to  open  a  business  cannot 
obtain  land  for  his  business  simply  by  purchasing  it  as  is 
customarily  done  by  small  businessmen  in  the  larger  society. 
An  individual  who  wishes  to  acquire  land  for  building  a 
business  must  obtain  a  lease  from  the  Tribal  government. 
Many  non-Navajo  businessmen  throughout  the  country  lease 
land  and  buildings  rather  than  purchase  them,  but,  gener- 
ally,  the  leasing  procedure  in  the  larger  society  is  trans- 
acted between  private  parties  rather  than  between  a  private 
individual  and  the  government.     Furthermore,   the  obtaining 
of  a  lease  in  the  larger  society  is  facilitated  by  both 
parties'  eagerness  to  perform  a  transaction  which  each  party 
usually  sees  as  personally  advantageous.     The  business  leas- 
ing procedure  on  tlie  Navajo  reservation,  however,  is  influ- 
enced by  a  number  of  factors  other  than  the  desire  of  the 
budding  entrepreneur  to  open  his  business. 


Kluckhohn  and  Leighton,  The  Navajo,  p.  106. 
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In  order  to  secure  a  lease,  there  are  approximately 
twenty  steps  through  which  a  lease  application  must  pass.^^ 
To  begin  with,  an  application  for  a  business  lease  must  be 
filed  with  the  Bureau  of  Indian  Affairs  Agency  Superinten- 
dent in  the  area  where  the  business  is  to  be  located.  The 
Superintendent  must  then  obtain  clearance  of  the  application 
from  a  number  of  different  sources.     The  application  must  be 
approved  by  the  Urban  Planning  Office,  the  Tribal  Land  In- 
vestigation Department,  the  Public  Health  Service,   the  Divi- 
sion of  Credit,  the  BIA  Roads  Division  (and  sometimes  the 
relevant  State  Highway  Department),   the  Navajo  Tribal  Utility 
Authority,   an  archaeological  authority,   and  also  the  local 
"chapter."    Furthermore,  the  Superintendent  must  get  an  ap- 
praisal from  the  BIA  of  the  site-rent  value.     These  ten 
steps  must  be  carried  out  before  the  application  can  be 
forwarded  to  the  BIA's  Director  of  Real  Property  Management. 

At  each  one  of  these  "approval  areas,"  the  division  in- 
volved may  feel  that  certain  questions  require  further  in- 
formation or  clarification  by  the  applicant.     If  that  hap-  - 
pens,  the  lease  applicant  is  contacted  and  asked  to  submit 
the  relevant  information.     It  is  possible,  therefore,  that 
the  applicant  could  be  consulted  up  to  ten  different  times 


The  following  section  down  to  the  subtitle  "Provisions 
of  the  Lease"  is  based  oh  a  private  interview  with  Thomas 
Lynch,Division  of  Real  Property  Management,  BIA,  Window  Rock, 
Arizona,  August  26,  1970.     See  Appendix  A  for  a  diagram 
illustrating  the  steps  through  which  a  lease  application 
must  pass. 
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before  the  application  even  leaves  the  Agency  Superinden- 
dent's  office.     And  at  each  one  of  these  approval  points, 
the  application  could  be  disapproved  for  a  number     of  dif- 
ferent reasons.     Some  Navajo  individuals  especially  object 
to  having  to  obtain  the  approval  of  the  local  chapter.  The 
applicant  could  be  rejected  at  the  chapter  stage  because  of 
a  personality  conflict  with  local  individuals  rather  than 
because  of  any  lack  of  business  acumen. 

Once  the  application  reaches  the  BIA's  Office  of  Real 
Property  Management,  it  is  again  examined  and  if  inadequate 
sent  back  to  the  Agency  Superintendent.     If  the  application 
is  in  order,  a  resolution  for  its  approval  is  drafted  and 
sent  to  the  Resolutions  Review  Committee  of  the  Tribal  Coun- 
cil.    The  Resolutions  Review  Committee  may  then  either  send 
it  back  to  the  Branch  of  Real  Property  Management  for  further 
consideration,  or  they  may  request  that  the  application  be 
placed  on  the  agenda  of  the  Advisory  Committee  of  the  Tribal 
Council . 

Once  it  is  in  the  hands  of  the  Advisory  Committee, 
politics  and  personality  can  enter  the  picture  again.  If 
the  applicant  is  a  person  in  disfavor  with  powerful  figures 
on  the  Advisory  Committee,  his  application  may  be  either 
disapproved  or  never  brought  up  for  consideration  at  all. 
If  the  application  is  in  order  and  the  applicant  is  not  in 
disfavor,   the  Advisory  Committee  may  approve  the  application 
and  authorize  a  lease.     This  authorization  is  then  sent  back 
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to  the  Branch  of  Real  Property  Management  where  a  land  sur- 
vey is  conducted  to  see  if  the  desired  land  conflicts  with 
any  other  property  leases  and  also  to  demarcate  the  exact 
boundaries  of  the  new  lease.     The  lease  is  then  drawn  up 
and  sent  to  the  applicant  for  his  signature.     However,  this 
is  not  the  end  of  the  matter,  for  the  lessee  must  then  ob- 
tain a  trader's  license  and  obtain  a  license  bond.     He  must 
also  file  a  performance  bond  guaranteeing  his  rental  pay- 
ment for  the  business  lease. 

The  length  of  time  necessary  for  processing  a  lease 
application  obviously  varies  depending  on  the  individual 
application.     The  process  may  take  from  one  to  five  years 
to  complete.     And  a  number  of  applications  are  neither  ap- 
proved nor  denied;   they  just  become  caught  in  the  bureau- 
cratic mechanism  awaiting  further  "necessary  information" 
from  an  applicant  who  has  long  ago  lost  interest  in  start- 
ing a  business. 

Provisions  of  the  Lease 

In  addition  to  the  problems  of  acquiring  land  on  the 
reservation,  the  standard  tribal  lease  which  businessmen 
receive  contains  a  number  of  provisions  which  are  restric- 
tive on  business  behavior. Furthermore,   the  lease  ob- 
tained by  the  reservation  entrepreneur  is  sixteen  pages 


The  following  section  down  to  the  subtitle  "Complexity 
and  Delay"  is  based  on  an  analysis  of  Navajo  Tribe,  "Land 
Lease,"  Window  Rock,  Arizona,   1970.  (Mimeographed.) 
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long  and  must  be  submitted  in  sextuplicate .     Thus,  the 
physical  task  of  reading  and  completing  the  lease  is  no 
easy  matter. 

One  provision  of  the  lease  states  the  nature  of  the 
business,  and  a  Navajo  businessman  is  not  legally  free  to 
change  his  establishment  into  another  type  of  business  with 
out  first  obtaining  the  consent  of  the  Tribe.        The  entre- 
preneur also  agrees  to  make  a  specified  investment  in  im- 
provements on  the  land  within  a  certain  number  of  years. 
At  the  end  of  the  lease,  he  is  not  free  to  sell  his  improve 
ments,  but  rather  has  to  turn  them  over  to  the  Tribe.  Or, 
if  the  Tribe  so  declares,  the  entrepreneur  must  remove  the 
improvements  at  his  own  expense,  within  ninety  days  after 
the  termination  of  the  lease.     The  entrepreneur,  therefore, 
is  not  guaranteed  the  ability  to  sell  his  improvements  and 
thereby  recover  all  or  part  of  his  original  investment . 
This  situation  introduces  a  negative  consideration  into  the 
determination  of  the  profitability  of  starting  a  business. 
Furthermore,  the  businessman  is  not  allowed  to  make  altera- 
tions or  additional  improvements  on  his  lease  without  first 
obtaining  tribal  consent,   if  the  sum  of  money  involved  in 
the  change  exceeds  a  certain  specified  amount. 


Navajo  Tribe,  "Land  Lease,"  Provision  3. 
Ibid . ,  Provision  7. 
Ibid . ,  Provision  9. 
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As  mentioned  earlier,   the  lessee  also  agrees  to  post  a 
rental  and  performance  bond  of  a  specified  amount.  This 
bond  is  an  actual  corporate  or  U.   S.   treasury  bond,  and 
must  be  deposited  with  the  Tribe  during  the  full  term  of 
the  lease.     Any  negative  fluctuations  in  the  value  of  the 
bond  must  be  compensated  for  by  the  lessee."^'*    The  entre- 
preneur, therefore,  must  not  only  have  capital  for  starting 
his  business,  but  he  must  also  have  excess  capital  so  that 
he  can  afford  to  leave  some  idle  in  the  vaults  of  the  tribal 
treasury. 

The  entrepreneur  is  not  free  to  sublease,  assign,  or 

transfer  his  lease  without  first  obtaining  the  approval  of 
3  5 

the  Tribe.        Therefore,  one  potential  avenue  of  recovering 
his  investment  in  improvements  is  not  available  to  him. 
Furthermore,  he  cannot  encumber  his  business  or  rights  to 
his  lease  in  order  to  secure  capital  for  improving  the  busi- 
ness without  obtaining  the  written  consent  of  the  Tribe. ' 

The  Tribe  also  specifies  the  amount  of  fire  and  liabil- 
ity insurance  the  lessee  must  carry.     The  lessee  then  has  to 
deposit  his  fire  insurance  policy  with  the  Tribe  and  submit 
a  receipt  or  other  satisfactory  evidence  that  every  premium 
has  been  paid  on  the  insurance.     If  the  improvements  on  the 


Ibid . ,  Provision  10. 
Ibid . ,  Provision  11. 
Ibid. ,  Provision  12 . 
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leased  land  are  destroyed  or  damaged  by  fire,   the  lessee 
has  to  begin  reconstruction  of  the  improvements  witliin  six 
months  after  the  fire.     To  insure  that  he  does  so,  all  in- 
surance proceeds  have  to  be  deposited  with  an  institution 
specified  by  the  Tribe  where  they  will  be  paid  out  as  the 
reconstruction  takes  place.     This  practice  insures  that 
the  entrepreneur  will  not  try  to  recover  his  investment  in 
improvements  by  becoming  an  arsonist.     However,   there  is  a 
provision  that  if  the  business  is  destroyed  by  fire  during 
the  last  five  years  of  the  lease,  the  lessee  has  the  option 
of  deciding  whether  or  not  he  wishes  to  reconstruct  the 
improvements.     Here,  then,  is  a  positive  opportunity  to  re- 
cover the  investment  in  improvements  if  the  entrepreneur  can 
stay  in  business  until  the  last  five  years  of  his  lease  and 
is  then  willing  to  run  the  risk  of  being  an  arsonist.  How- 
ever,  if  the  lessee  chooses  not  to  reconstruct  the  improve- 
ments, he  is  still  required  to  endure  the  expense  of  clear- 
ing the  premises  ■  after  the  fire,  which  makes  it  to  his  ad--  — 
vantage  to  eitlier  be  a  good  arsonist  or  to  pray  for  a  strong 
wind  in  case  of  an  accidental  fire.^'' 

Among  the  other  provisions  of  the  standard  business 
lease  is  one  which  declares  that  the  entrepreneur  is  not  al- 
lowed to  erect  any  exterior  signs  without  the  approval  of 
■       3  8 

the  Tribe.         This  provision  could  be  annoying  if  it  were 


Ibid. ,  Provisions  15  and  16. 
Ibid. ,  Provision  17. 
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strictly  enforced.     Another  section  provides  that  busi- 
nesses on  the  leased  premises  shall  be  conducted  during 
the  "regular  hours"  for  such  a  business  and  on  all  normal 
business  days.     This  requirement  is  made,  according  to  a 
statement  on  the  lease,  so  that  the  lessor  can  "receive 
the  maximum  income  under  the  percentage  rental  provision."^ 
(The  rent  is  normally  based  on  a  percentage  of  gross  re- 
ceipts.)'^^     Thus,  the  lessee  cannot  legally  be  a  part-time 
businessman  or  run  a  seasonal  business  unless  it  is  the 
"customary"  way  of  operating  such  a  business.     The  posi- 
tive effect  of  this  provision  is  to  encourage  businessmen 
to  have  a  serious  interest  in  their  undertaking  before  be- 
ginning it.     Also,  this  provision  would  seem  to  encourage 
the  employment  and  training  of  Navajo  individuals  so  that 
the  entrepreneur  could  have  a  dependable  manager  to  handle 
business  affairs  whenever  he  had  to  be  absent. 

To  discourage  lingering  lessees  v/ho  seek  to  remain  in 
business  after  their  lease  has  been  terminated,  the  lease 
provides  that  all  removable  property  must  be  extracted 
within  sixty  days  after  the  termination  of  the  lease  or 
the  lessee  will  have  to  pay  a  daily  rent  that  is  double 
the  daily  rent  charged  during  the  preceding     year  until  all 
of  his  property  is  removed.'*-'"    There  is  also  a  provision 

39 

Ibid. ,  Provision  23. 

•         Ibid. ,  Provision  5. 
41 

Ibid. ,   Provision  29. 
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encouraging  Navajo  employment  in  the  businesses  which  ob- 
tain leases. '^^    And  there  is  a  provision  v/hich  provides 
that  those  businesses  which  drill  water  wells  must  make 
any  "excess"  water  available  free  to  the  Navajos.^"^ 
Complexity  and  Delay 

While  many  of  the  considerations  involved  in  obtain- 
ing a  business  lease  may  be  significant  from  an  overall 
social,  cultural,  and  economic  point  of  view,  the  net  ef- 
fect of  the  leasing  process  on  hastening  small  business 
development  is  less  than  optimal.     There  are  a  number  of 
significant  criticisms  of  the  leasing  procedure  which  might 
be  made.     But  essentially  it  is  the  complexity  of  the  pro- 
cess and  the  extended  period  of  time  required  to  obtain  a 
lease  which  emerge  as  the  most  significant  problems. 

To  many  potential  Navajo  entrepreneurs  the  frustra- 
tion of  this  jungle  of  rules  is  overwhelming.     There  is  no 
printed  guide  which  describes  the  procedure  tliat  must  be 
followed  in  obtaining  a  lease,  and  there  is  no  checklist 
which  an  individual  can  use  in  following  his  lease  appli- 
cation during  the  many  stages  through  which  it  must  pass. 
As  a  result,  an  individual  lease  applicant  must  rely  on 
the  information  of  his  agency  Superintendent  or  other  knowl 
edgeable  officials,  who  in  many  cases  are  either  less  than 


Ibid. ,  Provision  31. 
Ibid. ,  Provision  32. 
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perfectly  informed  or  else  more  interested  in  other  mat- 
44 

ters. 

Due  to  the  long  waiting  period,  many  individuals  give 
up  on  obtaining  their  leases  and  restructure  their-long 
range  economic  plans  along  other  lines.     One  individual 
began  applying  for  a  business  lease  in  October,   1966,  to 
operate  a  gas  station.     By  1970,  when  his  lease  appeared 
to  be  coming  up  for  approval,  he  had  lost  interest  in  pur- 
suing the  matter  and  had  obtained  a  position  in  another 
area.'^^    Another  person  told  about  his  return  from  college 
and  his  desire  to  "show  the  world  how  to  run  a  business." 
After  five  years,  his  application  still  had  not  been  ap- 
proved--or  rejected.     However, his  desire  to  be  a  business- 
man had  departed  and  in  a  personal  interview  he  displayed 
a  rather  marked  antipathy  toward  the  individualistic  free 
enterprise  system  in  this  country. The  point  is  that  the 
same  difficulties  in  obtaining  land  do  not  generally  delay 
the  starting  of  small  businesses  in  the  larger  society. 
And  from  examining  individual  Navajo  cases  it  can  be  stated 
that  the  long  delay  involved  in  obtaining  a  business  lease 
frequently  serves  to  dampen  the  individual  Navajo's  inter- 
est in  starting  a  business  and  often  forces  hiv\  to  seek  a 


44 

Based  on  interview  with  unnamed  BIA  official,  August 
26,  1970.  ' 
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Adam  Lutynski,  private  interview, 


Based  on  interview  ^^rith  unnamed  Tribal  Official, 
August  21,  1970. 
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livelihood  in  the  meantime  which  frequently  alters  his 
long-range  economic  plans. 

Taxes 

The  tax  situation  on  the  Navajo  reservation  differs 
greatly  from  the  tax  situation  of  the  surrounding  areas 
and  offers  an  important  potential  advantage  for  the  devel- 
opment of  small  businesses. 

While  the  reservation  is  subject  to  the  various  feder- 
al taxes,   it  is  exempt  from  all  state,  county,  and  local 
taxes.     There  are  no  state  and  local  sales,  property,  in- 
come, or  lease-hold  taxes  in  existence  on  the  reservation. 
Furthermore,  while  the  Tribal  government  has  tlie  authority 
to  levy  any  of  these  various  taxes,  it  has  not  yet  imposed 
any  on  the  reservation. 

The  importance  of  this  situation  lies  in  the  fact  that 
prices  could  be  lov/er  on  the  reservation  than  elsewhere. 
Or,  with  similar  on  and  off  reservation  prices,  the  poten- 
tial gross  profit  margin  could  be  larger  on  the  reservation 
For  example,  a  $400  set  of  tires  sold  by  Fed-Mart  at  Window 
Rock  would  not  have  the  $16   (4  percent)  Neiv  Mexico  sales 
tax  included  in  the  price  that  a  store  in  nearby  Gallup, 
New  Mexico,  would  have  to  impose  on  a  similar  set  of  tires. 
Thus,  the  reservation  commodity  could  sell  for  a  lower 
price,  or  if  similar  total  prices  were  quoted  on  and  off 
the  reservation,  the  gross  profit  margin  of  the  reservation 
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business  would  be  $16  or  4  percent  greater.     Similar  busi- 
ness advantages  on  the  reservation  occur  as  a  result  of 
the  absence  of  state  and  local  property,  income,   and  lease- 
hold taxes.     But  before  considering  these  advantages,  it 
is  v/orthwhile  to  examine  the  legal  basis  of  the  reserva- 
tion's unique  tax  position. 

The  Navajos  turn  to  their  treaty  provisions  for  their 
unique  tax  status.     The  landmark  case  in  defense  of  that 
status  is  Williams  v.  Lee.     While  this  case  did  not  deal 
directly  with  a  tax  issue,  its  findings  have  been  subse- 
quently used  in  defense  of  the  Navajos'   state  and  local  tax 
exemption.     This  case  dealt  with  a  debt  collection  suit 
filed  in  the  Arizona  State  Courts  which  was  later  appealed 
to  the  United  States  Supreme  Court.     In  writing  the  opinion 
for  the  Supreme  Court,  Justice  Black  said  that 

.    .    .   the  exercise  of  state  jurisdiction  in 
this  case  would  undermine  the  authority  of 
the  tribal  courts  over  Reservation  affairs 
and  hence  would  infringe  on  the  right  of  the 
Indians  to  govern  themselves,  which  right 
was  recognized  by  Congress  in  the  treaty  of 
1868  with  the  Navajos  and  has  never  been 
taken  away. 47 

This  principle  of  tribal  exclusion  from  state  regula- 
tion was  also  applied  in  the  key  1965  case  of  Warren  Trad- 
ing  Post  Co.  V.  Arizona  Tax  Commission.  This  case  dealt 
^vlth  a  situation  w^herein  the  state  of  Arizona  levied  a 


Williams  v.   Lee,  358  U.S.   217  (1958), 

48 

Warren  Trading  Post  Co.  v.  Arizona  Tax  Commission, 
380  U.S.   685   (1965) . 


62 


2  percent  tax  on  the  gross  proceeds  of  sales  or  the  gross 
income  of  the  Warren  Trading  Post,   located  on  the  reserva- 
tion.    The  significance  of  tt\is  tax  was  that  Arizona  did 
not  have  a  "sales  tax,"  but  rather  had  a  "tax  on  doing 
business"  which  businessmen  passed  on  to  the  consumer,  with 
the  net  effect  being  the  same  as  if  there  were  a  sales  tax. 
In  essence,  then,  Arizona  through  tlie  levying  of  this  tax 

was  attempting  to  extend  its  "sales  tax"  onto  the  Navajo 
49 

Reservation. 

After  losing  the  case  in  the  Arizona  Supreme  Court, 

the  Warren  Trading  Post,  with  the  support  of  the  Navajo 

Tribe,  appealed  the  decision  to  the  United  States  Supreme 

Court.     Once  again  Justice  Black  rendered  the  decision.  ■-  - 

Citing  the  Navajo  Nation's  sovereignty  and  separateness 

from  the  states.  Justice  Black  said: 

We  think  the  assessment  and  collection  of 
this  tax  would  to  a  substantial  extent 
frustrate  the  evident  congressional  purpose 
of  ensuring  that  no  burden  shall  be  imposed 
upon  Indian  traders  for  Trading  v\rith  lndi"-" 
ans  on  the  reservations.    .    .    .     This  state 
tax  on  gross  income  would  put  financial  bur- 
dens on  appellant  or  the  Indians  with  whom 
it  deals.    .    . ,  and  could  thereby  disturb  and 
disarrange  the  statutory  plan  Congress  set 
up  in  order  to  protect  Indians  against  prices 
deemed  unfair  or  unreasonable  by  the  Indian 
Commissioner.     And  since  federal  legislation 
has  left  the  State  with  no  duties  or  respon- 
sibilities respecting  the  reservation  Indi- 
ans, we  cannot  believe  that  Congress  intended 
to  leave  to  the  State  the  privilege  of  levy- 
ing tJiis  tax.    .    .  with  respect  to  sales  made 


Warren  Bachtel,  Associate  General  Counsel,  Navajo 
Tribe,  Window  Rock,  Arizona,  private  interview,  August  17, 
1970. 
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to  reservation  Indians  on  the  reservation, 

these  state  laws  imposing  taxes  cannot 
stand. 50 

Thus  the  Navajo  Reservation  is  exempt  from  any  state 
or  local  sales  tax,  or  anything  designed  by  these  govern- 
mental bodies  to  do  the  same  job  as  a  sales  tax. 

With  regard  to  state  and  local  taxation  of  Navajo 

property,  real  or  personal,  the  Navajos  are  once  again 

exempt  from  such  taxation.     A  key  case  in  this  area  was 

decided  in  1928,  in  Dewey  County,  South  Dakota  v.  United 

States .     In  this  case,  South  Dakota  had  attempted  to  tax 

certain  property  of  the  Sioux  Indians,   including  such  thing 

as  horses  and  cattle,  farm  implements,  household  furniture, 

and  improvements  on  the  land.     In  invalidating  the  South 

Dakota  law,  tlie  court  ruled  that. 

The  jurisdiction  of  the  United  States  over 
the  subject  was  exclusive  and  the  levies 
made  under  the  claimed  authority  and  power 
of  the  state  were  void.     And  the  county  hav- 
ing exacted  the  money  v;ithout  right  was 
bound  to  make  restitution. 51 

Thus,  the  Navajos  are  exempt  from  all  state  and  local 
taxation  of  their  property.     However,  the  state  of  Arizona, 
not  content  with  its  defeat  in  the  Warren  case,   is  now  at- 
tempting to  tax  lease-hold  interests  of  businesses  on  the 
Navajo  Reservation.     At  present  a  case  is  pending  where  a 


Warren  Trading  Post  Co.  v.  Arizona  Tax  Commission, 
380  U.S.   685   (1965) . 


Dewey  County,  S.D.  v.   United  States,  26  F.   2d  434 
(1928). 
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reservation  business  is  challenging  the  state's  right  to 

levy  this  lease-hold  tax.     The  case  is  Monument  Valley  Inn 

V.  State  of  Arizona.  Navajo  tribal  lawyers  are  certain 

that  the  tax  ivill  be  overruled  and  that  the  court  tradition 

as  outlined  in  the  Warren  case  and  Dewey  County  case  will 

5  2 

prevail  and  Navajo  Tribal  sovereignty  will  be  preserved. 
Actually,   it  does  seem  to  be  a  nuisance  to  the  Tribe  for 
Arizona  to  continue  its  attempts  to  levy  these  taxes,  since 
the  Arizona  Tax  Commission  has  estimated  that  state  land 
taxes  on  the  entire  Navajo  Reservation  would  be  less  than 
the  taxes  on  a  single  large  bank  building  in  Phoenix. 

The  Navajo  Reservation,  therefore,  has  a  relatively 
secure  position  with  regard  to  taxation  from  state  and  lo- 
cal governments.     This  position  definitely  represents  a 
tax  advantage  for  businesses  located  on  the  reservation, 
and  could  serve  as  a  positive  factor  for  the  development 
of  small  businesses  on  the  reservation.     For  example,  a 
comparison  of  reservation  taxes  with  those  of  the  nearby 
city  of  Gallup  and  with  McKinley  County  as  a  whole  reveals 
the  following  situation.     In  Gallup  and  McKinley  County, 
real  and  personal  property,  in  1969,  were  taxed  on  an  as- 
sessment of  33  percent  of  the  market  value  of  the  property, 
with  a  tax  rate  of  $46.33  per  $1,000.     This  valuation 


V/arren  Bachtel,  private  interview. 
5  3. 

William  A.  Brophy    and  Sophie  D.  Aberle       ,  The 
Indian,  America's  Unfinished  Business   (Norman,  Oklahoma: 
University  of  Oklahoma  Press,   1966),  p.  39. 
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included  business  inventories  which  were  considered  per- 
sonal property.     Furthermore,  there  was  an  "occupation  tax" 
of  $6.00  minimum  and  $100  maximum  based  on  a  gross  sales 
formula  in  McKinley  County  and  a  city  occupation  tax  of 
$1.00  per  $1,000  of  gross  sales  in  the  city  of  Gallup. 
None  of  these  taxes  exists  on  the  reservation,  and  no  state 
income  or  sales  taxes  are  levied  on  the  reservation,  as  in 
Gallup  and  McKinley  County.     This  practice  means  that  a 
Navajo  businessman  on  the  reservation  whose  business  is  as- 
sessed at  $33,000  will  not  have  to  pay  the  $1,528  in  prop- 
erty taxes  that  his  counterpart  in  Gallup  will  pay.  And 
if  his  volume  of  sales  is  $50,000,  he  will  not  have  to  pay 
the  $150  occupation  license  tax  that  his  counterpart  in 
town  must  pay.     This  situation  is,  of  course,  enhanced  by 
the  fact  that  reservation  prices  are  already  potentially 
4  percent  cheaper  than  prices  off  the  reservation  due  to 
the  sales  tax  advantage. 

Thus,  there  is  a  definite  tax  advantage  for  the  small 
businessman  who  develops  an  on- reservation  business.  How- 
ever, it  is  possible  that  this  tax  advantage  may  not  endure. 
As  the  tribal  income  from  royalties  and  tribally  owned  en- 
terprises shrinks  relative  to  the  Navajos'   demands  for 
increased  investment  in  social  services  and  social  overhead 
capital,   increased  tribal  income  will  have  to  come  from 


Chamber  of  Commerce,  Gallup,  New  Mexico,  "Taxes  and 
Utility  Rates,  Gallup,  McKinley  County,  New  Mexico  87301," 
Gallup,  New  Mexico,  1970.  (Mimeographed.) 
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somewhere.     This  conflict  could  lead  the  Tribe  to  levy  its 
own  sales  tax  or  property  tax  in  order  to  care  for  the 
social  needs  of  the  growing  Navajo  population. 

The  Bureau  of  Indian  Affairs 

The  Bureau  of  Indian  Affairs  is  the  only  bureau  in 
the  Federal  government  whose  mandate  is  to  serve  exclu- 
sively an  ethnic  minority  of  the  general  population.  No 
single  institution  influences  the  day-to-day  activities  of 
the  Navajo  people  more  than  the  Bureau  of  Indian  Affairs. 
In  the  field  of  business  development,  its  activities  perme- 
ate most  aspects  of  the  development  spectrum. 

The  BIA  is  involved  in  over  15  of  the  20  stages  through 
which  a  business  lease  application  must  pass.  Therefore, 
its  policies  and  efficiency  during  the  time  it  has  the  ap- 
plication can  greatly  influence  tlie  speed  with  which  the 
application  is  processed.     Also,  the  structure,  efficiency, 
and  attitudes  of  the  Tribal  government  have  a  great  influ- 
ence on  small  business  development,  and  the  BIA  has  been 
largely  responsible  for  the  establishment  of  the  Navajos' 
present  structure  of  self-government. 

These  are  only  two  of  the  legal  and  political  areas 
where  the  Bureau  influences  Navajo  business  development. 


Everett  Wood,  Area  Credit  Officer,  BIA,  Window  Rock, 
Arizona,  private  interview,  August  26,  1970. 


67 


Subsequent  chapters  will  show  the  importance  of  BIA  con- 
trolled or  influenced  institutions  in  financing  business  . 
development,  in  influencing  cultural  values  and  individual 
initiative,  and  in  providing  an  education  for  Navajo  con- 
sumers and  potential  Navajo  entrepreneurs.     This  section 
will  provide  some  background  to  the  BIA's  activities, 
philosophy,  and  structure  and  will  serve  to  emphasize  a  re- 
curring theme  of  the  study,   i.e.,  that  the  BIA  is  involved 
in  the  majority  of  factors  which  influence  Navajo  small 
business  development. 

Structure  and  Functions  of  the  BIA 

The  BIA's  functions  are  broadly  defined,  so  that  it 
can  fulfill  a  wide  variety  of  service  and  administrative 
chores.     It  has  many  functions  that  would  elsewhere  be  per- 
formed by  banks,  realtors,   insurance  companies,   and  other 
private  institutions  or  businesses . The  BIA's  three  main 
functions  are  to  assist  Indians  in  securing  a  higher  stan- 
dard of  living,   to  promote  the  Indians'   assumption  of  re- 
sponsibility for  the  management  of  their  own  economies,  and 
to  promote  the  "political  and  social  sophistication  of  In- 
dians with  freedom  on  their  part  to  preserve  their  culture 
5  7 

and  heritage." 


Brophy  and  Aberle,  The  Indian,  America's  Unfin- 

ished Business,  p.  117. 
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U.  S.  Departinent  of  the  Interior,  Bureau  of  Indian- 
Affairs.  Answers  to  Your  Questions  About  y\merican  Indians. 
Washington,  D.  C:  Government  Printing  Office7~T9M^ 
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The  BIA  is  a  part  o£  the  American  political  system 
and,  as  a  result,   its  policies  are  frequently  subject  to 
change.     These  policy  changes  cause  a  number  of  difficul- 
ties for  the  Indians  because  the  solutions  to'  many  of 
their  problems  often  demand  long-range  programs  that  are 
above  the  ebb  and  flow  of  political  fortune.     Major  changes 
in  the  BIA's  philosophy  have  been  imposed  rather  frequently. 
In  1897,  the  Dawes  Act  marked  a  significant  change  in  Indi- 
an land  tenure;   in  1934,  the  Indian  Reorganization  Act  at- 
tempted to  undo  the  Dawes  Act;  in  1952,  a  senate  concurrent 
resolution  formalized  the  "termination"  policy;  during  the 
Kennedy  and  Johnson  administrations,  the  "termination"  poli- 
cy was  generally  ignored;  and  in  1970,  President  Nixon 

called  upon  Congress  to  formally  repeal  the  termination 
5  8 

resolution.   '     At  the  receiving  end  of  this  political  vacil- 
lation have  been  the  Indians,  v/hose  destiny  seems  to  rest 
on  every  national  election. 

Behind  every  change  in  philosophy  since  the  Dawes  Act 
has  been  the  idea  that  the  Indians  should  ultimately  be 
assimilated  into  the  larger  society.     Yet  one  of  the  key 
factors  in  preventing  the  success  of  the  various  assimila- 
tion policies  has  been  a  traditional  unwillingness  on  the 
part  of  the  Indians  to  be  assimilated  in  the  manner  proposed 
by  the  white  man.     Only  recently  has  it  been  suggested  that 

5  8 

Brophy  and  Aberle,          The  Indian,  America's  Unfin- 
ished Business  ,  pp.    17-23".  ^  ■  ■  . 
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the  Indian  might  not  wish  to  be  assimilated  or,  if  he  does 

so  wish,   that  it  might  be  best  for  him  to  determine  the 

5  9 

manner  and  pace  of  his  assimilation. 

In  recent  years,   Indians  have  begun  to  emphasize  their 
desire  for  self-government  and  self-determination.  This 
desire  has  led  to  their  demand  that  the  government  agency 
v/hich  most  affects  their  lives,  the  BIA,  be  staffed  and 
controlled  by  Native  Americans.     The  BIA  has  had  an  Indian 
employment  preference  since  1854  and,  although  it  was  slow 
to  implement  the  preference  in  the  beginning,  presently 
more  than  half  of  the  BIA's  employees  are  Indians,  and  the 
number  of  BIA  Navajo  Agency  employees  who  are  Indian  more 
closely  approaches  two-thirds  of  the  total  employment . 
The  BIA's  Indian  employees  are  in  both  executive  and  non- 
executive positions,  and  the  current  head  of  the  Bureau  is 
a  Mohawk  Indian.     Today,  the  BIA's  policy  of  filling  every 
job  opening  with  Indians  is  being  actively  followed,  and 
in  the  not- too-far-distant  future,   an  "all  Indian"  BIA 
should  exist. 

As  it  has  done  with  other  tribes,  it  is  now  the  goal 
of  the  BIA  to  contract,  to  the  Navajo  Tribal  government  an 


Alvin  M.  Josephy,  The  American  Indian  and  the  Bureau 
of  Indian  Af fairs  - 1969 .     A  Study  with  "Recommendations , 
(Washington,  D,  C.:  Unpublished  manuscript,  1969)  jjp.  13-14. 
(Hereafter,  this  report  will  be  cited  as  The  American  Indian.) 

Bureau  of  Indian  Affairs,  Answers  to  Your  Questions 
About  American  Indians,  p.   13;  Melvin  Wise,  Director,  Divi- 
sion of  Information  and  Statistics,  BIA,  Window  Rock, 
Arizona,  private  interview,  August,  1970. 
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increasing  number  of  functions  presently  performed  by  the 
BIA's  Navajo  Area  Office.     It  is  felt  that  this  policy  Avill 
not  only  increase  the  involvement  of  the  Navajo  people  in 
solving  their  own  problems  but  will  also  shift  the  focus 
of  responsibility  for  the  success  or  failure  of  the  various 
programs  to  tribal  officials  who,  in  turn,  will  be  direct- 
ly responsible  to  the  Navajo  people. 

It  is  not  necessary  to  examine  the  organizational 
structure  of  the  BIA  for  purposes  of  this  study;  however, 
its  structure  is  one  of  the  BIA's  features  that  is  most 
frequently  criticized.     Perhaps  Alvin  Josephy  has  best 
described  the  situation  by  saying  that,  while  the  BIA's 
decentralized  structure  may  appear  necessary  for  good 
management, 

...   it  is  management  for  checks  and  balances, 
caution,  resistance  and  delays,  and  not  for 
decisiveness  and  action.     The   'layering'  and 
compartmentalization ,  v/hich  requires  actions 
moving  up  and  down  to  go  sideways  and  back  and 
forth  on  each  layer  results,   inevitably,  in 
slowness,   frustration,  and  negativism  as  well 
as  in  a  continuing  Niagara  of  studies,  assess- 
ments, opinions  and  reports.     The  Bureau,  in 
consequence,  is  literally  drowned  in  paperwork 
while  on  the  reservation,  the  Indians  wait. 61 

This  problem  is  well  reflected  in  the  business  leasing  pro- 
cedure on  the  Navajo  Reservation. 


Josephy,  The  American  Indian, p.  76. 
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The  Critics  of  the  BIA 

The  Bureau  of  Indian  Affairs  is  one  of  the  most  hi^h- 

6  2 

ly  criticized  agencies  in  the  Federal  government.  The 
BIA  is  not  unaware  of  its  critics  or  of  the  reports  upon 
wliich  its  critics  rely.     But  change  of  a  significant  nature 
is  not  easy  for  the  BIA  to  implement.     Its  structure  is 
not  designed  to  provide  for  informality  in  solving  the  "non- 
standardized"  problems,  and  any  major  reorganization  of  its 
structure  requires  the  approval  of  Congress.     As  Josephy 
pointed  out: 

The  BIA  structure  is  designed  more  than  most 
for  stability.     It  is  doubtful  that  very  much 
could  be  done  with  or  to  the  people  in  the 
organization,  given  the  present  structure, 
.   .   .   the  present  structure  not  only  serves 
to  reward  unaggressive  behavior  and  docility 
but  punishes,  usually  by  transfer,  those  who 
persist  in  behaving  like  leaders.     The  reward 
system  of  the  BIA  discourages  leadership . 63 

If  the  BIA  is  characterized  by  inef f icienty ,  imper- 
sonal paternalism,  and  a  number  of  other  faults,  why  is  it 
that  the  Indian  people  are  generally  the  first  to  defend 
it  against  outside  critics  and  steadfastly  resist  any  sig- 
nificant changes  in  its  structure ? ^'^    The  best  v/ay  to 
answer  this  question  is  to  say  that  the  BIA  has  become  the 
modern  "buffalo"  to  the  Indians.     More  than  the  inefficiency 


Ibid. ,  see  Chapter  2  for  a  list  of  reports  dealing 
with  the  BLA. 
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Josepliy,  The  American  Indian,  p.  78. 

^'^  Edgar  S.   Cahn,  cd.,  Oui^  Brother '  s  Keeper,  The  Indian 
in  White  America  (New  York,  New  Community  Press,  1969X, 
p.  vii. 
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of  the  BIA  the  Indians  fear  the  termination  of  the  ser- 
vices of  the  BTA,  and  with  it  the  termination  of  the  Indi- 
ans'  special  rclationsliip  wi'^h  the  Federal  government.  The 
preservation  of  the  Indians'  way  of  life  depends  on  their 
ability  to  maintain  their  separate  identity,  and  this  iden- 
tity is  closely  tied  to  the  land.     Over  time,  the  Indians 
have  come  to  fear  that  reform  of  the  Federal  Indian  Service 
is  synonomous  with  land  loss.     The  Allotment  Act  and,  more 
recently,  the  movement  in  Congress  to  "terminate"  the  ser- 
vices of  the  BIA  have  both  signalled  significant  loss  of 
land  and  economic  well  being  to  many  Indians,  although  both 
actions  were  designed  to  benefit  the  Indians. 

Today,  any  significant  change  in  the  BIA  not  originated 
by  Indians  is  certain  to  meet  with  strong  resistance  from 
the  Indians,  in  the  fear  that  seemingly  legitimate  reforms 
of  the  BIA  may  cloak  any  number  of  disastrous  ramifications. 
For  example,   it  was  proposed  during  the  Johnson  y\dministra- 
tion  that  the  BIA  be  shifted  from  the  Department  of  the 
Interior  to  the  Department  of  Health,  Education  and  Welfare. 
Since  the  former  department  deals  mostly  with  land  matters 
and  the  latter  deals  most  with  human  problems,  the  Johnson 
Administration  felt  that  the  welfare  of  the  Indians  could 
be  improved  by  such  a  shift.     However,  this  move  was  strong- 
ly opposed  by  the  Indians  who  feared  tl\at  the  special 
status  they  had  with  the  BIA  in  the  Department  of  the  In- 
terior would  disappear  as  the  various  functions  performed 
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as  a  unit  by  the  BIA  were  diffused  into  the  different  agen- 
cies of  HEW.     Greater  than  their  desire  for  efficiency  was 
the  Indians'  wish  to  preserve  their  visibility,  their 
separateness .     While  the  BIA  may  not  be  efficient,  its 
existence  acts  as  a  symbol  for  the  Indians  to  the  rest  of 
the  country- -a  symbol  of  the  fact  that  they  are  different, 
that  their  problems  are  different,  and  that  they  need  a 
separate  and  special  approach  to  the  solving  of  their 
problems. 

Proposals  for  Change 

Upon  his  election  to  office  in  1968,  President  Nixon 
commissioned  Alvin  Josephy  to  do  a  comprehensive  study  of 
the  BIA.     Based  upon  this  study  President  Nixon  delivered 
a  message  to  the  Congress  on  Indian  Affairs  in  which  he 
proclaimed  a  new  Federal  policy  toward  the  American  Indian-- 
one  of  self-determination.         In  his  address,   the  President 
stressed  the  importance  of  listening  to  the  Indians'  point 
of  view  and  the  importance     of  formulating  programs  around 
the  Indians'   own  interpretation  of  their  own  needs.  The 
President  repudiated  the  policy  of  "forced  termination"  of 
BIA  services  to  the  Indians  and  called  on  the  Congress  to 
pass  a  resolution  doing  tlie  same.     lie  rejected  a  policy  of 
"constant  paternalism"  and  proposed  "contracting  out"  legis- 
lation to  allow  tribes  to  take  over  the  control  of  federally- 


Richard  M.  Nixon,  President  of  tlic  United  States, 
"Message  to  Congress  on  Indian  Affairs,"  July  8,  1970. 
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funded  programs  whenever  the  Tribes  voted  to  do  so.  He 
encouraged  greater  Indian  control  over  Indian  education. 
And  he  proposed  a  $50  millic^i  expansion  of  the  Revolving 
Loan  Fund  for  Indian  economic  development.     This  expansion 
of  the  Loan  Fund  was  to  be  coupled  with  the  creation  of  a 
$200  million  "incentive"  fund  to  encourage  private  lenders 
to  lend  money  for  Indian  economic  projects.     The  President 
further  proposed  that  Indians  be  allowed  to  lease  their 
land  for  a  period  up  to  99  years  in  order  to  encourage  busi- 
ness development,  and  he  also  stressed  tliat  greater  empha- 
sis should  be  placed  on  economic  development  planning.  He 
proposed  increased  services  to  Indians  in  urban  areas  and, 
of  potential  significance  to  the  BIA,  he  proposed  a  reorgan- 
ization of  the  Department  of  the  Interior  to  allow  for  the 
creation  of  the  position  of  Assistant  Secretary  for  Indian 
and  Territorial  Affairs.     The  President  made  other  recom- 
mendations, but  the  above  proposals  contain  the  key  sugges- 
tions for  changes  in  the  government's  relationship  with  the 
Indians.     These  proposals  have  been  well  received  among 
Indians  who  see  in  the  program  the  implementation  of  a  num- 
ber of  ideas  they  have  long  been  suggesting.  Generally, 
the  theme  of  the  speech  provided  for  greater  participation 
by  Indians  in  the  control  of  their  own  affairs. 

Undoubtedly,  reorganization  will  eventually  come  to 
the  BIA,   for  it  is  desired  not  only  by  Indians  but  also  by 
the  Congress  and  the  Administration.     However,  any  successful 
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reforms  will  probably  have  to  originate  from  ideas  based 

on  Indian  suggestions  for  change.     As  Alvin  Josephy  said 

in  his  report  to  President  Nixon,  change 

should  reflect  the  Indians'  own  needs, 
desires  and  cultural  traits,.    .    .  by 
bringing  the  Indians  into  the  planning 
and  decision-making  process,  programs 
need  not  fail,   as  they  have  done  in  the 
past,.    .  .66 

Other  Government  Agencies 

V/hile  tlie  BIA  bears  the  major  responsibility  for 
handling  Indian  affairs  in  the  Federal  government,  a  number 
of  other  agencies  also  provide  services  for  the  Indians. 
In  1968,  approximately  $200  million  was  spent  by  other 
Federal  agencies  on  various  programs  for  the  Indians.  The 
Department  of  Health,  Education  and  Welfare  spent  $125  mil- 
lion, most  of  it  being  expended  by  the  Division  of  Indian 
Health  of  the  Public  Health  Service.     The  second  largest 
expenditure  was  made  by  the  Office  of  Economic  Opportunity, 
which  spent  some  $35  million.   

In  addition  to  the  Bureau  of  Indian  Affairs  and  the 
other  agencies  that  serve  the  Indian,  there  are  three  gov- 
ernmental bodies  which  sometimes  present  great  obstacles 
to  Indian  development.     The  Bureau  of  the  Budget,  the 

Josephy,  The  American  Indian,  p.  93. 

6  7 

Bureau  of  Indian  Affairs,  Answers  to  your  Questions 
about  American  Indians,  p.   19.  • 
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Solicitor's  Office  of  the  Department  of  the  Interior,  and 
the  Senate  Committee  on  Interior  and  Insular  Affairs  have 
traditionally  had  their  own  policy  with  regard  to  Indian 
affairs,  regardless  of  the  policy  of  the  BIA  or  the  Presi- 
dent.    Based  on  an  historically  developed  antipathy  toward 
the  BIA,  these  three  bodies  have  maintained  a  termination- 
ist  attitude  or  at  least  a  strong  assimilation  policy,  in 
spite  of  the  movement  elsewhere  toward  Indian  self-deter- 
mination.^^   The  result  is  a  resistance  on  their  part 

toward  BIA  innovation  unless  it  is  designed  to  hasten 
69 

termination.        Consequently,  the  BIA  can  expect  to  experi- 
ence difficulty  in  obtaining  funds  for  new  programs  de- 
signed to  further  increase  Federal  involvement  in  Indian 
affairs. 

The  Political  Emergence 

The  discussion  in  this  chapter  lias  centered  on  the 
legal  and  political  factors  of  the  past  and  present  that 
have  influenced  Navajo  business  development;  however,  there 
are  political  changes  taking  place  on  the  reservation,  and 
these  changes  will,  undoubtedly,  have  an  important  impact 

J.   Leiper  Freeman,  The  Political  Process:  Executive 
Bureau- -Legislative  Committee  Relations   (Garden  City,  New 
York:  Doubleday,   1955),  passim. 

69 

Cahn,  Our  Brother's  Keeper,  p.   163;  Josephy,  The 
American  Indian,  pp.  14-15. 
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on  the  future  of  the  reservation's  business  community. 
Since  1964,  the  Navajos  have  elected  tv/o  of  their  tribes- 
men as  representatives  to  the  New  Mexico  House  of  Repre- 
sentatives;  they  have  also  elected  a  Navajo  as  State  Sena- 
tor in  New  Mexico.     Furthermore,   it  was  Navajo  votes  in 

1966  that  defeated  an  incumbent  Congressman  in  northern 
70 

Arizona.         The  trend  of  the  future  points  toward  an  in- 
creased involvement  of  the  Navajos  in  state  politics  as 
more  of  them  become  educated  and  as  their  rapidly  growing 
population  becomes  numerically  more  dominant  in  their  dis- 
tricts.    It  is  difficult  to  determine  what  impact  this  in- 
creased role  in  state  and  local  politics  will  have  on  busi 
ness  development.     But,  at  least,  when  legislation  concern 
ing  small  business  is  debated,  the  Navajos  will  now  have 
the  opportunity  to  present  their  point  of  view. 


Stan  Steiner,  The  New  Indians   (New  York:  Dell  Pub- 
lishing Co.,   Inc.,  1968),  p.  285. 


CHAPTER  IV 


THE  FINANCIAL  PROBLEMS  OF  DEVELOPING 
NAVAJO  SMALL  BUSINESSES 

Obtaining  a  business  lease  on  the  Navajo  Reservation 
is  only  one  of  many  obstacles  encountered  by  the  reserva- 
tion entrepreneurs.     The  problem  of  obtaining  sufficient 
investment  capital  to  start  a  business  is  another  basic 
problem.    A  lease  is  of  little  value  if  businessmen  cannot 
obtain  the  money  necessary  to  construct  their  businesses 
and  maintain  them  during  the  formative  period. 

Sources  of  Private  Capital 

It  is  uncommon  to  find  Navajo  individuals  living  on 
tlie  reservation  who  have  accumulated  large  amounts  of  finan 
cial  capital.     There  are  a  number  of  reasons  for  this  phe- 
nomenon.    First,  as  was  pointed  out  earlier,  real  property 
on  the  reservation  is  held  in  common  by  the  Navajo  people; 
therefore,  the  opportunity  to  accumulate  wealth  in  the  form 
of  real  property  is  denied  to  the  reservation  Navajos. 
Secondly,  the  fact  that  Navajo  people  have  traditionally 
engaged  in  agrarian  pursuits  in  a  relatively  unproductive 
region  has  restricted  their  ability  to  accumulate  wealth 
through  successful  farming  and  ranclung.     Finally,  while 
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some  Navajos  have  begun  to  accumulate  wealth  through,  non- 
agrarian  activities,  this  is  still  a  rather  recent  occur- 
rence of  only  slight  significance. 

As  a  result  of  these  factors,  there  are  few  wealthy- 
capitalists  among  the  Navajo  people.     Consequently,  when 
a  Navajo  individual  ^^^ishes  to  start  a  business  enterprise, 
he  is  not  likely  to  have  accumulated  sufficient  funds  to 
finance  the  project  and  is  usually  forced  to  turn  to  out- 
side sources  for  his  investment-capital  needs. 

Among  these  sources  of  business  capital  are  the  private 
lending  institutions,  e.g.,  banks  and  savings  and  loan  asso- 
ciations.    Hox'/ever,  private  lenders  have  traditionally  been 
reluctant  to  lend  significant  sums  of  money  to  Navajo  busi- 
nessmen.    The  primary  reason  for  the  private  lenders'  reluc- 
tance to  make  loans  to  Navajo  businessmen  is  the  fear  that 
the  business  venture  will  not  be  successful.     As  one  local 
banker  said, 

.    .    .  timing  is  the  key,   the  Navajo  have  a 
lot  of  catching  up  to  do.     The  Tribe  is 
pushing  it  (small  business  development)  very 
hard,  and  you  can  expect  more  failures  from 
trying  to  go  too  fast.     But  these  failures 
will  be  due  to  lack  of  experience  - -not  from 
being  Navajo. 1 

Thus,  the  Navajo  entrepreneur  faces  a  circular  problem 

in  borrowing  private  capital.     He  needs  to  borrow  money  for 

starting  a  business,  but  he  is  unable  to  do  so  because  he 


John  Guest,  President  of  The  Merchant's  Bank  of  Gallup, 
Gallup,  New  Mexico,  private  interview,  July  28,  1970. 
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has  never  started  one  before.     When  the  same  banker  men- 
tioned above  was  asked  what  factors  he  considered  in  making 
small  business  loans,  he  replied,  "We  v;ould  only  see  if  he 
has  ever  been  in  the  business  before." 

Another  factor  influencing  the  Navajos'  ability  to  ob- 
tain private  capital  is  the  private  financiers'   fear  of  the 
property  laws  of  the  Navajo  Tribe.     Private  financiers  be- 
lieve that  they  have  no  recourse  in  claiming  property  if  a 
Navajo  defaults  on  his  loan.     They  think  that  they  cannot 
obtain  a  mortgage  on  a  building,   and  they  know  that  they 
cannot  obtain  a  title  to  reservation  land.     As  a  result,  the 
lenders  believe  that  they  have  little  or  no  security  for 
their  loans  on  the  reservation.     Tribal  attorneys  think  that 
this  is  a  misunderstanding  of  tribal  laws  on  the  part  of 
private  lenders  and  that  in  time  these  fears  will  prove 

groundless  and  lead  to  increased  lending  by  private  finan- 

3 

cial  institutions. 

In  addition  to  the  reluctance  of  private  lenders  to 
make  loans  for  Navajo  business  development,  another  signifi- 
cant factor  in  explaining  the  low  level  of  private  invest- 
ment capital  flowing  into  Navajo  businesses  is  the  reluc- 
tance on  the  part  of  Navajo  businessmen  to  borrow  from 
private  sources.     Interest  rates  are  lower  on  loans  from 

^  Ibid. 

Warren  Bachtel,  Associate  General  Counsel,  Navajo 
Tribe,  Window  Rock,  Arizona,  private  interview,  Aupust  17. 
1970. 
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the  Tribal  government's  lending  program,  and  the  Navajo 
entrepreneurs  turn  primarily  to  the  Tribe  for  their  finan-. 
cial  needs. Hov;ever,  before  Navajo  entrepreneurs  can 
borrow  money  from  the  Tribe,   they  must  first  attempt  to 
obtain  loans  from  other  sources.     But  since  interest  rates 
charged  by  private  lenders  are  higher  than  those  charged 
by  the  Tribe,   it  is  to  the  Navajos'  advantage  to  be  turned 
down  by  the  private  lenders.     This  desire  to  borrow  from 
the  Tribe  partially  explains  the  low  volume  of  private  loans 
for  Navajo  business  development,  and  also  helps  explain  why 
private  lenders  think  that  a  large  number  of  Navajo  busi- 
nesses are  destined  to  fail.     The  feasibility  reports  they 
receive  from  potential  Navajo  businessmen  may  be  purposely 
pessimistic  since  the  Navajos,  quite  often,  may  be  seeking 
a  loan  denial  so  that  they  can  borrow  from  the  Tribe. ^ 

The  Tribal  Lending  Program 

In  1934,  Congress  passed  the  V/heeler -Howard  Act,  also 
known  as  the  Indian  Reorganization  Act.     One  of  the  provi- 
sions of  this  act  was  to  establish  a  revolving  loan  fund 
fr  om  which  Indians  could  borrow  for  purposes  of  economic 
development.     The  original  appropriation  for  this  fund  was 


Everett  Wood,  Area  Credit  Officer, 
Window  Rock,  Arizona,  private  interview,  August  21,  1970. 
See  the  section  of  this  chapter  dealing  with  the  Tribal 
lending  program. 

^  Based  on  an  interview  with  an  unnamed  BIA  official, 
August,  1970. 
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$17.8  million,  but,   in  order  to  be  able  to  participate  in 
the  loan  program,   the  various  tribes  had  to  accept  the 
Indian  Reorganization  Act.^     The  Navajo  people  rejected 
the  act  in  an  election  in  1934,   thereby  disqualifying  the 
Tribe  from  participating  in  the  revolving  loan  fund.'' 

In  1948,   in  order  to  help  fill  the  credit  vacuum  on 
the  reservation,   the  Tribe  established  its  own  small-scale 
revolving  loan  fund.     The  original  money  for  this  fund  came 
from  the  profits  of  the  tribally  owned  sa\\nnill.     During  the 
1950 's  and  1960 's,  the  Navajos'   revenue  from  oil,  timber, 
and  uranium  production  grew,  and  the  Tribe  was  able  to  allo- 
cate increasing  amounts  of  money  to  the  loan  fund.     In  addi- 
tion, the  fund  was  supplemented  during  this  period  by  loans 
from  the  Bureau  of  Indian  Affairs.^     Thus,  from  the  modest 
beginning  of  the  fund  in  1948,   the  Tribe's  revolving  fund 
grew  to  $1.5  million  by  1968.^ 

Another  source  of  credit  was  established  for  the  Nava- 
jos in  1950,  when  Congress  passed  the  Navajo-Hopi  Long  Range 
Rehabilitation  Act.     This  act  helped  fill  the  void  left  by 

^  William  A.   Brophy  and  Sophie  I.  Aberle,  The  Indi- 

an, America's  Unfinished  Business   (Norman,  Oklahoma:  Uni- 
versity  of  Oklahoma  Press,   1966),  p.  109. 

7 

Clyde  Kluckhohn  and  Dorothea  Leighton,  The  Navajo 
(New  York:  Doublcday  and  Co.,   Inc.,   1962),  p.  159. 

o 

Robert.  W.  Young,  The  Navajo  Yearbook-1961   (Window  Rock, 
Arizona:  Navaj o  Agency , ~Br6T)  ,  pp.  TAT^^ITV. 

9 

Report  to  the  Navajo  Tribal  Council  of  the  Activities 
of  the  Central  Loan  Committee  lor  the  Fiscal  Year  196nr968", 
J osepTi  Bitsie,   chairman  (Win dow  Rock,  Arizona:  Central  Loan 
Committee,  November  20,   1968),  p.  1. 
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the  Navajos'  rejection  o£  the  Indian  Reorganization  Act  in 
1934.     One  of  the  provisions  of  the  Long  Range  Act  estab- 
lished a  revolving  loan  fund  exclusively  for  the  Navajo 
and  Ilopi  people.     The  original  authorization  for  this  fund 
was  $5  million. -'^'^     Thus,   through  the  actions  of  the  Tribal 
government  and  the  Congress,  the  Navajo  people  now  have 
governmental  credit  sources  designed  exclusively  for  their 
social  and  economic  development. 


Structure  of  the  Tribe's  Revolving  Credit  Program 

The  Navajo  Tribe's  Revolving  Credit  Program  is  not 
motivated  by  the  same  profit  principles  that  motivate  pri- 
vate lending  institutions;  the  directive  of  the  Tribe's 
Credit  Program  is  much  broader. 

The  purpose  of  loans  and  advances  from  tlie 
tribal  revolving  credit  fund  shall  be  to 
improve  the  cultural  and  economical  status 
of  the  members  of  the  Navajo  Tribe  by  estab- 
lishing them  in  productive  enterprises  which 
will  enable  them  to  become  self-supporting 
and  will  encourage  Indian  use  of  Indian- 
owned  resources,    including  loans  for  educa- 
tional purposes. 11 

As  the  1968  yearly  report  of  the  Central  Loan  Committee 

stated,   "The  Tribe's  credit  program  may  be  looked  upon  as 

a  training  program  to  enable  members  to  graduate  to  the 


Navajo-Ilopi  Rehabilitation  Act,  Public  Law  474,  81st 
Congress,   2d  Session,  Sec.   2734  (1950). 

-"-^  Navajo  Tribal  Advisory  Committee,  Plan  of  Operation: 
Navajo  Tribal  Lending  Program  (Window  RoFk,  Arizona:  Tribal 
Advisory  Committee,  Revised  July,   1955),  p.  1. 
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regular  sources  of  credit." 

This  development  directive  leads  the  Loan  Coimnittee  to 
approve  loans  that  are  often  of  a  high-risk  nature.  Loans 
that  are  not  properly  secured  are  made  to  individuals  who 
are  unable  to  obtain  financing  from  otiier  sources.  And 
loans  are  also  made  to  persons  who  have  failed  in  previous 
endeavors,  but  who  give  evidence  of  having  a  "reasonable 
chance  of  being  successfully  re-established.  "■'■■^ 

Not  only  does  the  Credit  Program  make  high  risk  loans, 
but  also,  since  the  goal  of  the  program  is  to  promote  devel- 
opment rather  than  maximize  profits,  the  interest  rates 
charged  by  the  program  are  lower  than  those  found  in  pri- 
vate lending  institutions.     These  interest  rates  are  estab- 
lished by  tribal  legislation  and  do  not  respond  quickly  or 
by  an  equal  degree  to  interest  rate  changes  in  the  national 
credit  market. 

In  the  mid-1960 's  the  Tribe's  interest  charges  for 
business  loans  were '5" percent  for  loans  on  permanent  im- 
provements and  6  percent  for  loans  on  inventory  items.  Then 
with  nationally  rising  interest  rates  in  the  late  1960 's, 
the  Tribe  raised  its  rates  to  6  percent  for  permanent  im- 
provement loans  and  7  percent  for  inventory  loans.  These 
last  rates  prevailed  in  1970  when,  at  the  national  level. 


Report  to  the  Navajo  Tribal  Council  of  the  Activities 
of  the  Central  Loan  Committee  for  the  Fiscal  Year  1967-1968 , 
p .   2~i  ~  ~  ~" 

""■^  Ibid.  ,  pp.   1-2 . 
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prime  interest  rates  were  as  high  as  8  to  8-1/2  percent.-^'* 

These  differences  in  interest  rates  encourage  Navajo 
entrepreneurs  to  obtain  financial  support  from  the  Tribe. 
However,  borrowing  money  from  the  Tribe  for  starting  a  small 
business  is  not  as  easy  as  borrowing  for  other  purposes 
(e.g.,  housing  and  agriculture),  because  the  Tribe  has  es- 
tablished special  eligibility  requirements  for  small  busi- 
ness loans.     These  requirements  help  explain  v;hy  only   "  - 
15      percent  of  the  Revolving  Credit  Program's  outstanding 
loans  in  1968  were  for  small  business  development.'''^ 

To  be  eligible  for  a  business  loan,  an  applicant  must 
have  completed  an  approved  apprentice- training  program  or 
be  able  to  show  a  "record  of  at  least  three  years ' successful 
endeavor  in  business,   including  management  and  accounting 
practices."     Furthermore,  all  borroAvers  of  business  loans 
are  required  to  spend  their  full  time  in  managing  their 
businesses  and  are  not  allowed  to  operate  the  business  as  a 
part-time  endeavor  or  as  an  avocation. In  addition  to 
these  requirements,   if  an  entrepreneur  does  not  have  enough 
collateral  to  fully  secure  his  loan,  he  is  required  to  submit 
a  plan  of  operation  that  has  been  worked  out  with  Federal 


-'■^  Everett  Wood,  private  interview. 

Report  to  the  Navajo  Tribal  Council  of  the  Activities 

of  the  Central  Loan  Committee  for  the  Fiscal  Year  1967-1968, 
~  —  - 

16  ... 

Executive  Secretary  for  the  Navajo  Tribe,  Navajo  Tribal 
Code   (Orford,  New  Hampshire:   Equity  Publishing  Corporation, 

,  Title  5  #214,  p.   74.     Hereafter  this  reference  will  be 
cited  as  Navajo  Tribal  Code-1962  or  Navajo  Tribal  Code-1967 
Supplement . 
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or  State  agencies  or  with  designated  personnel  of  the  BIA 
or  Navajo  Tribe. In  essence,   these  "plans  of  operation" 
are  feasibility  studies. 

In  the  area  of  small  business  development,  those  who 
manage  the  Navajo  Revolving  Credit  Program  see  the  program 
as  playing  a  greater  role  than  simply  supplying  financial 
capital.     Citing  the  primary  problem  in  the  business  field 
as  "the  individual's  problem  in  obtaining  business  manage- 
ment experience  and  training,"  the  Central  Loan  Committee 
has  said  that  its  efforts  might  "be  viewed.    .    .   as  a  train- 
ing program  in  the  field  of  financial  management."  And 
since  this  training  process  involves  making  high-risk  loans 
to  Navajos  who  cannot  obtain  financing  elsewhere,  the  Com- 
mittee realizes  that  many  of  its  clients  may  fail  in  their 

-|  Q  . 

first  endeavors. 

The  Central  Loan  Committee  and  the  BIA 

The  Revolving  Credit  Program  is  administered  by  a  Cen- 
tral Loan  Committee.     This  committee  consists  of  five  mem- 
bers--one  from  each  of  the  five  agency  jurisdictions  in  the 
Navajo  Area.     They  are  selected  from  the  Tribal  Council  and 
their  terms  on  the  committee  run  concurrently  with  their 


Ibid.,  Title  5  UlA ,  p.  85. 

-I  o 

Report,  to  the  Navajo  Tribal  Council  of  the  Activities 
of  the  Central  Loan  Committee  for  the  Fiscal  Year  1967-1968, 
p .   5 .  ~  ■ 
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terms  as  councilmen . -'^^     The  committee  members  know  person-- 
ally  most  o£  the  people  in  their  area,   and  have  some  knowl- 
edge of  the  constituents'  background  and  general  financial 
7  0 

Status.        The  members  must  also  have  a  reputation  for 
"industry,  dependability,  honesty,  and  integrity,"  and  must 
have  a  successful  record  as  businessmen  or  ranchers  or  at 
least  be  gainfully  employed. 

Generally,  this  committee  is  a  very  effective  organiza- 
tion.    It  surveys  the  loan  applications  carefully  and  makes 
recommendations  concerning  their  approval  or  disapproval . ^2 
It  also  has  the  responsibility  for  seeing  that  loans  are 
paid  up  and  for  liquidating  loans  in  default. ^3  Central 
Loan  Committee  must  work  closely  with  the  BIA.     After  the 
committee  approves  a  loan  application,  it  sends  the  applica- 
tion to  the  Credit  Officer  of  the  BIA's  Navajo  Area  Office 
where  the  application  must  also  be  approved.  ^'^  Normally, 
loans  recommended  by  the  Committee  are  automatically  ap- 
proved, but  there  is  no  legal  requirement  that  this  happen, 
and  the  BIA  does  have  the  power  to  reject  applications 


19 

Navajo  Tribal  Code -1967  Supplement.  Title  5  #221,  p.  79 

2  0 

Everett  Wood,  private  interview. 

'^^  Navajo  Tribal  Code-1967  Supplement,  Title  5  #221b, 
7  8 . 
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Everett  Wood,  private  interview. 

Navajo  Tribal  Code-1967  Supplement,  Title  5  #222,  p.  79 

24 

Navajo  Tribal  Code-1962.  Title  5  #121d,  p.  31. 
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approved  by  the  Committee. 

The  BIA's  Credit  Officer  at  the  Navajo  Area  Office 
has  a  number  of  responsibilities  to  the  Tribal  Credit  Pro- 
gram.    He  is  the  chief  advisor  to  the  Central  Loan  Committee; 
he  is  responsible  for  the  bookkeeping , clerical  work,  records, 
reports,  and  other  administrative  details  necessary  for  the 
proper  operation  of  the  Tribe's  credit  program;  he  checks 
on  the  property  offered  as  security  for  loans  ;  he  is  respon- 
sible for  keeping  minutes  of  the  meetings  of  the  Central 
Loan  Committee;  and  he  is  responsible  for  notifying  borrow- 
ers when  their  payments  are  in  arrears. Thus,  through  its 
Credit  Office,   the  BIA  is  closely  involved  in  the  operations 
of  the  Navajo  Revolving  Credit  Program. 

Historically  the  Tribe  and  the  Bureau  have  worked  very 
closely  and  very  cooperatively  together  in  the  Revolving 
Credit  Program.     This  is  reflected  in  the  general  success 
of  the  program  in  the  area  of  business  loans.     The  fact 
that  a  great  number  of  business  loans  have  not  been  made  by 
the  program  is  due  more  to  the  low  number  of  applications 
than  to  an  unwillingness  to  make  high-risk  loans.  ^'^  The 
Revolving  Credit  Program  has  an  excellent  success  record  in 
the  area  of  business  loans.     It  has  not  yet  been  necessary 


Everett  Wood,  private  interview. 

Navajo  Tribal  Code-1967  Supplement,  Title  5  #225, 
pp.  80-81. 

27 

Everett  Wood,  private  interview. 
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to  "v^/rite-off "  a  business  loan.     And  even  though  some  of 
the  businesses  which  have  received  loans  have  failed,  the 
borrowers  have  always  repaid  their  loans.     The  program  has 
also  shown  a  tendency  to  refinance  high  risk  business  loans 
when  other  credit  sources  were  closed  to  the  borroxtfer.  In 
two  recent  cases,  the  Small  Business  Administration  had 
made  the  original  loan  to  Navajo  businesses,  but,  when  the 
loans  had  to  be  refinanced,   the  SBA  would  not  refinance  ■ 
them.     In  both  cases,   the  Revolving  Credit  Program  accepted 
the  risk  and  refinanced  the  loans. 

The  Navajo  Revolving  Credit  Program  has  been  a  very 
important  source  of  investment  capital  in  the  reservation's 
small  business  development.     It  is  not  a  perfect  program 
from  the  standpoint  of  producing  rapid  small  business  devel- 
opment, but  any  restraint  or  hesitancy  it  displays  in  making 
business  loans  is  due  more  to  a  lack  of  funds  than  to  an 
unwillingness  to  take  risks  in  promoting  business  develop- 
ment.    In  the  long  run,  however,   the  role  of  the  Revolving 
Credit  Program  in  financing  Navajo  business  development  is 
likely  to  decrease.     The  Program  has  limited  funds  and  these 
funds  have  come  primarily  from  the  Tribe.     Moreover,  the 
Tribal  government's  income  is  shrinking  every  year  and,  un- 
less new  sources  of  tribal  income  are  found,   the  Tribe  will 
not  have  sufficient  funds  to  expand  the  Revolving  Credit 
Program. 
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Recent  Events  Affecting  Government 
Lending  to  Navajo  Small  Businesses 

During  the  first  years  of  the  Nixon  administration,  an 
important  development  in  the  field  of  financing  Indian  busi- 
ness development  took  place.     This  event  was  the  passage  of 
the  Indian  Business  Development  Fund,  which  is  designed  to 
provide  "seed"  money  for  ne^^}  Indian  businesses .         It  was 
hoped  that  this  fund  would  help  fill  an  important  gap  in 
the  field  of  Indian  business  finance  and  would  serve  as  a 
positive  impetus  to  Indian  small  business  development. 

Indian  Business  Development  Fund 

The  purpose  of  the  new  Indian  Business  Development  Fund 
is  to  provide  "seed"  money  or  equity  capital  that  Indians 
need  in  order  to  acquire  loans  from  traditional  sources  of 
credit,   e.g.,  banks,  savings  and  loan  associations,  and  cer- 
tain governmental  agencies.     The  fund  is  not  designed  to 
replace  traditional  sources  of  credit;   it  is  designed  to 
help  Indians  qualify  for  credit  from  these  sources.  The 
fund  provides  $3.4  million  of  new  investment  capital,  but 
one  of  the  main  rules  of  the  fund's  operation  is  that  grants 
will  not  be  given  if  supplementary  loans  cannot  be  obtained. 


"Seed"  money  is  defined  by  the  BIA  "as  the  capital 
one  needs  to  obtain  further  financing,   such  as  a  bank  loan." 
Bureau  of  Indian  Affairs,   "Indian  Business  Development 
Fund,"  Washington,  D.  C,   1970.  (Mimeographed.) 

This  paragraph  and  the  following  five  paragraphs  are 
based  on  BIA,  "Indian  Business  Development  Fund,"  pp.  1-10. 
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Priority  in  making  the  grants  is  given  to  those  businesses 
which  show  promise  of  "breaking  even"  during  the  first 
year  of  their  operation.     Priority  is  also  given  to  those 
businesses  which  promise  to  generate  the  greatest  employ- 
ment of  Indians  and  to  those  businesses  which  are  located 
in  the  poorer  Indian  communities.     In  addition,   small  grants 
are  preferred  over  large  grants  so  that  the  fund  may  be 
spread  among  a  greater  number  of  individual  Indians  and 
tribes. 

To  qualify  for  a  grant  under  this  program,  a  business 
must  satisfy  a  number  of  basic  requirements.     It  must  be 
profit-oriented  and  generate  Indian  jobs;   it  must  be  owned 
or  controlled  by  an  Indian  group  or  an  individual  Indian; 
it  must  be  located  on  or  near  a  reservation;  and  it  must 
not  require  a  grant  of  over  40  percent  of  the  total  project 
cost . 

The  fund  is  allocated  on  an  agency  basis  with  different 
BIA  agencies  receiving  different  quotas  depending  mainly  on 
the  population  and  per  capita  income  of  the  Indians  in  each 
area.     The  maximum  that  an  agency  can  receive  is  $50,000 
and  the  minimum  is  $5,000.     In  the  Navajo  Area,  there  are 
five  agencies,  each  of  which  has  received  the  maximum  allow- 
able grant  of  $50,000.     This  means  that  a  total  of  $250,000 
has  been  made  available  for  "seed"  money  in  1971,   to  help 
Navajo  small  business  development.     Since  this  money  will 
be  only  a  part  of  tlie  capital  each  firm  obtains  for  its 
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business  endeavor  (40  percent  maximum),  a  significant 
amount  of  new  capital  may  flow  into  Navajo  business  devel- 
opment during  the  next  few  years. 

Buy  Indian  Act 

On  June  25,  1910,  Congress  passed  an  appropriations 

bill  containing  a  provision  that  has  come  to  be  known  as 

the  "Buy  Indian  Act."     This  act  provides  that: 

So  far  as  may  be  practicable  Indian  labor 
shall  be  employed,   and  purchases  of  the 
products  of  Indian  industry  may  be  made 
in  [sic]  open  market  in  [sic]   the  discretion 
of  the  Secretary  of  the  Interior. 30 

For  fifty  years,  this  act  was  generally  ignored.  How- 
ever, with  the  emergence  of  the  Indians'  desire  to  develop 
businesses  on  the  reservations,  the  "Buy  Indian  Act"  was 
rediscovered  and  given  a  new  interpretation.     The  Bureau 
of  Indian  Affairs  and  the  Comptroller  General  now  interpret 
this  act  to  mean  that  preference  shall  be  given  to  Indian- 
owned  businesses  when  the  BIA  awards  contracts  for  the  pro- 
vision of  its  necessary  goods  and  services .  3-'-     Indian  busi- 
nesses, therefore,  do  not  have  to  compete  with  non- Indian 
firms  in  bidding  for  BIA  contracts.     Any  Indian  business 
that  can  provide  goods  and  services  required  by  the  BIA  will 
automatically  receive  a  negotiated  contract,  even  if  non- 
Indian  businesses  should  submit  lower  bids.     There  are 

3°  Buy  Indian  Act,   25  U.S.C.   sec.   47  (1910). 

3^  Private  interview  with  unnamed  BIA  official.  Window 
Rock,  Arizona,  September,  1970. 
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already  a  number  of  firms  v^hich  have  received  contracts 

under  this  act.     Two  Navajo-owned  laundries  have  contracted 

to  do  the  laundry  for  the  BI/C's  Navajo  Reservation  boarding 
32 

schools,       and  one  dairy     in  which  Navajos  own  a  control- 
ling interest  has  received  a  million  dollar  contract  to 
supply  milk  for  the  schools. 

The  "Buy  Indian  Act"  promises  to  supply  a  ready  market 
for  many  Navaj o-ovmed  businesses  in  the  future,  if  Navajo 
entrepreneurs  develop  businesses  that  can  supply  goods  and 
services  needed  by  the  BIA.     Certainly,   this  cycle  cannot 
go  on  endlessly  as  more  and  more  competitive  Navajo  busi- 
nesses are  developed.     But,   in  the  early  stages  of  business 
development,  the  "Buy  Indian  Act"  could  have  the  same  ef- 
fect as  a  tariff  levied  by  an  underdeveloped  country  to  pro 
tect  its  "infant  industries."    Just  as  "infant  industries" 
have  difficulty  in  surviving  the  competition  of  established 
foreign  producers,   likeivise,  new  Navajo  businesses  have  dif 
ficulty  in  overcoming  the  competition  of  established  busi- 
nesses in  peripheral  towns.     The  "Buy  Indian  Act,"  like  a 
tariff,  offers  special  protection  to  Indian  businesses  dur- 
ing the  initial  periods  of  development  and  allows  them  to 
develop  operational  skills  without  the  threat  of  outside 
competition . 


22  Ibid. 
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"How  to  Succeed  in  Business  - -Without  Really  Trying," 
The  Albuquerque  Tribune,  September  30,   1970,  pp.   1-A  and 
6-A, 
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The  Small  Business  Administration 

In  addition  to  private  lenders,   the  Navajo  Revolving 
Credit  Program,  and  the  BIA's  Revolving  Fund,  there  are 
other  sources  of  capital  available  to  Navajo  businessmen. 
Of  these  other  sources,   the  Small  Business  Administration 
is  potentially  the  most  important.     The  SBA  employs  a  wide 
variety  of  tools,   including  business  loans,   lease  guarantees, 
loan  guarantees,  and  aid  in  obtaining  government  contracts. 
The  SBA  also  conducts  management  courses,  holds  workshops 
and  conferences,  and  has  two  counseling  programs  that  offer 
free  guidance  by  successful  businessmen. 

In  1968,  the  Minority  Enterprise  Program  was  estab- 
lished within  the  SBA  to  increase  the  number  of  minority- 
owned  businesses.     Under  this  program  the  SBA  attempts  to 
match  minority  individuals  with  sound  business  opportuni- 
ties.    Also,   SBA  minority  enterprise  loans  are  supposed  to 
be  processed  under  relaxed  eligibility  criteria.  Another 
part  of  this  program  is  designed  to  help  minority  enter- 
prises obtain  Federal  procurement  contracts. 

With  all  of  its  resources  and  programs,   the  Small  Busi- 
ness Administration  would  appear  to  possess  great  potential 
for  helping  the  Navajo  people  develop  small  businesses,  but, 
so  far,   the  SBA  has  played  a  very  insignificant  role  in  the 
Navajo  economy.     The  SBA  has  not  been  aggressive  in  taking 
its  resources  to  the  Navajos  but  rather  has  waited  for  the 
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Navajos  to  come  to  it  seeking  assistance . And  since  the 
Navajos  are  generally  unfamiliar  with  the  SBA  and  its  re- 
sources there  has  been  very  little  communication  between 
the  two . 

Since  its  founding  seventeen  years  ago  in  1953,  the 
SBA  has  made  26  loans  on  the  Navajo  Reservation.     Of  these 
26  loans,  20  have  been  to  Navajos,  with  the  remainder  being 
loans  to  non-Navajo  businessmen.     In  1970,  there  were  ten 
active  SBA- sponsored  loans  on  the  reservation,  and  some  of 
these  were  for  livestock. There  has  been  only  a  single 
one-day  workshop  prepared  specifically  for  the  needs  of  the 
Navajo  people,  and  the  Minority  Enterprise  Program  has 
caused  no  noticeable  change  in  the  SBA's  activities  among 
the  Navajos.     In  1968,  the  Credit  Office  of  the  BIA's  Nava- 
jo Agency, which  handles  all  financial  matters  on  the  reser- 
vation, could  report  only  two  visits  by  officials  from  the 
SBA  in  Albuquerque,  and  both  of  these  visits  were  made  in 
regard  to  "problem  loans." 


Alvin  A.   Brunner,  Jr.,  Management  Assistance  Officer, 
SBA,  Albuquerque,  New  Mexico,  private  interview,  July,  1970 
One  exception  to  this  statement  was  the  SBA's  hiring  of  a 
Navajo  to  represent  it  on  the  reservation  during  the  mid- 
1960'  s;  however,  this  representation  lasted  only  one  year. 

3  5 

Small  Business  Administration,  Annual  Reports,  1954- 
1969   (Washington,  D.  C:   Government  Printing  OfticeJ;  and 
Everett  I'/ood,  private  interview. 

3  6 

"OEDP  for  the  Navajo  Redevelopment  Area- - Supplement 
Number  4,"  Window  Rock,  Arizona:  Unpublished  manuscript. 
1968,  p.   13.  ^  / 
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Thus,  while  the  SBA  has  the  resources  and  the  organi- 
zational framework  to  be  of  tremendous  assistance  to  the 
development  efforts  of  Navajo  small  businessmen,  it  has,  so 
far,  played  a  very  minor  role.     Perhaps,  as  the  Minority 
Enterprise  Program  grows  and  matures,  the  Navajo  people  will 
become  a  visible  minority  and  the  SBA  will  become  more  ac- 
tive in  helping  them  with  their  unique  problems.     But  that 
is  a  possibility  that  the  SBA  has  not  yet  shown  any  signs 
of  fulfilling. 

Insurance 

Individuals  v^ho  obtain  a  business  lease  from  the  Navajo 
Tribe  are  required  to  carry  a  specified  amount  of  fire  and 
liability  insurance.     Likewise,   the  Central  Loan  Committee 
may  require  recipients  of  loans  to  obtain  fire  insurance 
with  extended  coverage.     In  addition  to  fire  insurance,  the 
Committee  may  also  require  loan  recipients  to  obtain  de- 
creasing- term  life  insurance  in  an  amount  equal  to  their 
outstanding  indebtedness.     And  to  insure  that  the  life  in- 
surance is  obtained,   the  Committee  may  include  funds  for 
the  policy  in  the  premiums  that  are  charged  for  the  loan.^^*^ 

The  reservation  entrepreneurs,   therefore,  are  required 
to  obtain  broad  insurance  coverage  xvhich  their  off- 


Navajo  Tribal  Code-1967  Supplement,  Title  5  #199. 
p.  228: 
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reservation  counterparts  may  or  may  not  have  to  incur. 
Furthermore,   the  insurance  rates  they  pay  are  in  many  cases 
higher  tlian  the  rates  encountered  by  businessmen  off  the 
reservation.     For  example,  fire  insurance  rates  are  higher 
for  reservation  businesses  than  for  businesses  in  nearby 
towns.     These  higher  rates  are  due  to  the  fact  that  reser- 
vation businesses  are  generally  located  in  rural  areas  on 
the  reservation,  and  are  usually  not  close  to  adequate  fire 
fighting  equipment . Businesses  owned  by  white  merchants 
in  rural  areas  around  the  nation  face  the  same  problem, 
but,  on  tlie  Navajo  Reservation,  businesses  located  in  rural 
areas  are  the  "rule"  rather  than  the  "exception."  Another 
problem  faced  by  reservation  businessmen  is  the  fact  that 
some  insurance  companies  have  classified  the  reservation  as 
an  area  of  "extreme  weather."     This  classification  is  due 
to  the  fairly  frequent  hailstorms  that  occur  and  to  the  ex- 
treme dryness  of  the  area.     As  a  result  of  these  climatic 

problems,   some  insurance  companies  often  charge  higher  rates 

•7  q 

to  compensate  for  the  hazards.^''     The  Navajo  Tribe's  sover- 
eignty in  internal  affairs  also  causes  some  insurance  firms 
to  hesitate  in  selling  insurance  to  reservation  businessmen. 
Because  of  the  Tribe's  sovereignty  on  the  reservation,  some 
insurance  men  believe  that  it  would  be  difficult  for 


Mr.  Carney,  President,  Carney  Insurance  Agency,  Gal- 
lup, New  Mexico,  private  interview,  July  27,  1970. 

39  • 

Private  interview  with  unnamed  BIA  official.  Window 
Rock,  Arizona,  August,  1970. 
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insurance  companies  to  obtain  a  judgment  against  an  indi- 
vidual Navajo's  personal  property. 

Reservation  businessmen,  therefore,  encounter  a  unique 
situation  in  the  field  of  insurance.     They  may  be  required 
by  the  Tribal  Code  to  carry  three  different  types  of  insur- 
ance.    The  insurance  rates  they  pay  are  likely  to  be  higher 
than  those  of  of f -reservation  businesses,  and  they  some- 
times experience  difficulty  in  finding  a  company  that  will 
sell  them  insurance. 

Franchises 

The  possibility  of  developing  franchise  businesses  on 
the  reservation  presents  another  opportunity  for  Navajo 
businessmen  to  receive  outside  financial  assistance  and 
other  helpful  business  development  services.     There  are 
certain  economies  of  scale  associated  with  franchising,  and 
the  success  record  of  small  franchises  is  much  greater  than 
the  success  record  of  independent  small  businesses.^-'-  Pri- 
vate lenders  also  consider  the  combined  strength  of  the 
franchisor  and  the  franchisee  an  asset  to  the  franchisee 
and  are  often  more  willing  to  lend  to  the  franchisee  than 


Mr.  Carney,  private  interview. 

J.  A.  H,  Curry    et__a_l ,  ,   Partners  for  Profit:     A  Study 
of  Franchising  (New  York:  American  Management  Association, 
Inc.  ,  ~19C6)  ,  p.   94;  nationally , independent  small  business- 
men fail  at  a  rate  of  approximately  50-60  percent,  but 
small  franchises  fail  at  a  rate  of  only  10  percent. 


99 


to  the  independent  small  businessman.'^^ 

When  potential  franchisees  cannot  obtain  a  regular 
bank  loan,   franchisors  often  'enter  the  picture  and  actively 
seek  loans  for  their  franchisee  from  their  own  sources. 
Some  franchisors  even  maintain  their  own  loan  and  finance 
divisions,'*^  while  others  co-sign  loans  with  their  fran- 
chisees and  occasionally  refinance  existing  franchises .  ^'^ 
Assistance  in  financing,  however,   is  only  one  way  that  fran 
chising  might  be  helpful  in  developing  Navajo  small  busi- 
nesses.    Advertising  and  product  development  are  two  more 
important  activities  that  the  franchisor  usually  performs 
for  the  benefit  of  the  franchisee.     And,  of  great  impor- 
tance to  the  Navajos,  many  franchisors  provide  either  for- 
mal or  informal  management  training  for  their  franchisees. 

There  are  already  several  franchises  in  existence  on 
the  reservation.     Of  the  204  small  businesses  on  the  reser- 
vation,  approximately  46  are  franchises.     These  franchises 
include:     one  Tastee  Freeze,   one  Kentucky  Fried  Chicken, 
two  motels  affiliated  with  national  motel  chains,  and  forty 
two  gas  stations  affiliated  with  major  oil  companies. 
Thus,  while  almost  one-fourth  of  the  businesses  on  the 


Ibid.  ,  pp.  93-94. 

Robert  Rosenberg  and  Madelon  Bedell,  Profits  from 
Franchising  (New  York:  McGraw-Hill  Book  Co.,   1969)  ,  p.  93 

44  ^ 

Curry,  Partners  for  Profit,  p.  72. 
Statistics  are  derived  from  Chapter  II. 
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reservation  are  franchises,  90  percent  of  these  franchises 
are  gas  stations.     When  gas  stations  are  removed  from  the 
picture,  of  the  162  remaining  reservation  businesses,  five 
are  franchises , which  is  only  3  percent  of  the  reservation's 
non-gas  station  business  population. 

The  well  developed  gas  station  sector  of  the  Navajo 
business  population  is  largely  a  result  of  the  national  oil 
companies'  efforts.     In  contrast  to  the  rest  of  the  Navajo 
business  community,  which  has  obtained  most  of  its  invest- 
ment capital  from  the  traditional  private  and  governmental 
lending  sources,  approximately  90  percent  of  the  reserva- 
tion's gas  stations  have  been  financed  by  the  major  oil 
companies . This  means  that  franchising  by  one  industry 
has  led  to  the  financing  of  approximately  20  percent  of 
all  Navajo  small  businesses. 

The  oil  industry  and  the  automobile  industry  are  among 
the  oldest  franchisors  in  the  nation.     But  while  the  oil 
industry  has  a  respectable  record  in  financing  and  promoting 
Navajo  small  business  development,  the  automobile  industry 
has  a  poor  record.     There  is  not  one  automobile  franchise 
on  the  25,000  square-mile  Navajo  Reservation;  yet,  there 
are  130,000  highly  mobile  Navajo  people  on  the  reservation. 
In  order  to  buy  a  truck  or  an  automobile,  a  Navajo  must 
leave  the  reservation  and  go  to  one  of  the  surrounding  towns 


Everett  V/ood,  private  interview. 
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vtfhere  automobile  dealers  thrive  on  the  Indians'  business. 
Yet  there  are  a  number  of  Navajo  businessmen  who  ivould  like 
to  operate  automobile  franchises  on  the  reservation  if  only 
they  could  obtain  them. 

The  high  cost  of  starting  a  new  business  is  one  of  the 
most  effective  deterrents  to  the  potential  Navajo  entrepre- 
neur.    In  addition  to  providing  for  buildings,  equipment, 
and  working  capital,  he  must  expect  to  incur  higher -than- 
normal  cash  drains  until  he  has  established  credit  among 
his  suppliers.     These  financial  burdens  occur  at  a  time 
when  his  sources  of  capital  are  severely  limited,  for  banks 
and  other  private  lending  institutions  have  shovm  a  reluc- 
tance to  support  Navajo  entrepreneurs  before  they  have 
proven  themselves.     With  private  lenders  reluctant  to  sup- 
port Navajo  entrepreneurs,  and  with  tribal  funds  shrinking 
relative  to  the  Navajos'  development  needs,  the  prospects 
for  securing  sufficient  investment  capital  for  a  large-scale 
business  development  program  are- not  promising. 


CPIAPTER  V 

CULTURAL  INFLUENCES  ON  NAVAJO 
SMALL  BUSINESS  DEVELOPMENT 

In  the  analysis  which  follows,  a  number  of  different 
aspects  of  Navajo  culture  will  be  discussed.     The  discussion 
of  these  cultural  topics  will  be  carried  only  to  the  depth 
necessary  to  determine  their  relationship  to  the  specific 
problem  of  Navajo  small  business  development.     Navajo  cul- 
ture, in  general,  has  been  the  topic  of  extensive  research 
by  anthropologists,   and  it  is  not  the  purpose  of  this  study 
to  repeat  their  efforts.     Not  all  of  the  statements  made 
here  will  hold  true  for  every  Navajo.     The  life  styles  in 
the  various  areas  of  the  reservation  are  quite  different, 
and  the  Navajos'  acculturation  to  the  ivhite  society  varies 

^^^.^iiiL.^-.'^^^^^  -^i'^.LA^^'^^^'^^'^^  geographical  areas  but  also 
among  different  individuals  within  those  areas.  However, 
despite  this  warning  against  unqualified  generalizations, 
it  should  be  recognized  that  the  Navajo  people  do  have  a 
distinctive  culture  which  yields  a  "consciousness  of  kind" 
or  a  feeling  of  apartness  from  the  white  society  and  from 
other  Indian  tribes  as  well. 
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■1. 

The  Family 

One  of  the  problems  that  a  Navajo  faces  in  operating 
a  successful  small  business  is  the  over-extension  of  credit 
to  his  extended  family.     Numerous  small  businesses  on  the 
reservation  have  failed  because  Navajo  entrepreneurs  over- 
extended credit  to  their  families  and  then  v;ere  unable  to 
collect  the  debts  owed  to  them.^     Traditionally,  economic 
cooperation  has  been  common  in  the  Navajo  family  and  this 
cooperation  has  often  been  extended  beyond  the  family  to 
include  sharing  with  neighbors  and  friends.     Some  young 

Indians  have  referred  to  this  kinship  system  as  the  "Indian 

2 

Social  Security  System." 

In  the  traditional  pastoral  economy,   the  whims  of 
nature  often  made  various  elem.ents  of  the  Navajo  family  de- 
pendent upon  one  another.     In  a  situation  like  this,  gener- 
osity became  a  source  of  insurance  against  a  later  time 
when  the  lending  Navajo  might  find  himself  in  need  of  help. 
This  cultural  pattern  of  helping  relatives  has  lingered  into 
modern  times,  and  many  Navajo  people  expect  their  relatives 
who  have  small  businesses  to  share  their  merchandise  with 
them  in  the  same  manner  that  they  have  traditionally  shared 

Editha  Watson,  Navajo  Tribal  Official,  Window  Rock, 
Arizona,  private  interview,  November  10,   1970;  Richard 
Ilobson,   "Reports  of  the  Rimrock  Project  Values  Series  No. 
5,"  Papers  of  the  Peabody  Museum  of  American  Anthropology 
and  Ethnology,  XLII,  No.   3~1T9  5  4),  'IT.  ~ 
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Stan  Sterner,  The  New  Indians   (New  York:   Dell  Pub- 
lishing Co.,   1968),  p.  14T: 
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each  other's  sustenance.     If  a  Navajo  merchant  should  refuse 
credit  to  his  relatives,  the  relatives  arc  likely  to  become 
angry  with  the  merchant  and  ostracize  him  socially.  This 
ostracism  usually  leads  to  the  merchant's  yielding  and  ex- 
tending credit  to  his  relatives.^ 

Language 

Many  Navajos  have  difficulty  with  the  English  language. 
It  would  be  helpful  to  Navajo  business  development  if  Nava- 
jo businessmen  were  able  to  speak  English  fluently.  While 
most  of  the  actual  sales  conversations  on  the  reservation 
may  be  conducted  in  the  Navajo  language  with  Navajo  clien- 
tele,  the  increasing  importance  of  tourism  and  the  existence 
of  a  sizable  white  population  on  the  reservation  m.akes  a 
command  of  the  English  language  a  valuable  asset.     In  addi- 
tion to  the  need  to  speak  English  to  his  non-Navajo  clien- 
tele, the  Navajo  businessman  is  likely  to  have  to  deal  with 
suppliers  and  wholesalers  who  do  not  speak  Navajo;   and,  if 
the  Navajo  businessman  cannot  speak  fluent  English,  he  may 
be  at  a  disadvantage  in  learning  of  certain  services,  new 
products,  and  discounts  that  his  suppliers  have  to  offer. 
In  addition  to  the  problems  of  communicating  with  customers 
and  suppliers,  Navajo  businessmen  also  have  to  deal  with  a 
government  bureaucracy  and  an  outside  financial  structure 


Editha  Watson,  private  interview. 
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whose  language  of  trade  is  English. 

Since  the  early  1950 's  there  has  been  a  tremendous  in- 
crease in  the  number  of  Navajo  children  attending  schools 
where  they  have  had  the  opportunity  to  develop  English  lan- 
guage skills.     As  a  result,   in  the  future,  the  ability  of 
Navajo  businessmen  to  communicate  in  English  should  not 
prove  to  be  as  significant  a  factor  in  hindering  Navajo 
small  business  development  as  it  has  been  in  the  past. 

Religion 

The  Navajos     like  most  of  the  world's  population,  have 
not  inherited  a  puritanical  background.     The  "Protestant 
Ethic"  of  working  hard  and  living  frugally  which  has  the 
side  effect  of  producing  wealth  or  capital  accumulation  is 
not  a  part  of  the  Navajos'  heritage.     The  Navajos'  religion 
does  have  an  impact  on  their  economic  life,  but  in  the  field 
of  small  business  development,   the  impact  is  largely  nega- 
tive. • 

Religion  as  a  Pervasive  Force  in  Navajo  Life 

Most  Americans  do  not  realize  how  ubiquitous  religion 
is  in  the  lives  of  the  Navajo  people.     Almost  every  act  car- 
ried out  by  a  Navajo  in  his  pastoral  economy  is  performed 
in  a  manner  prescribed  by  the  Holy  People,  xdio  are  said  to 
have  inhabited  the  earth  before  the  Navajos  came.'*  The 


Dorothea  Leighton  and  Clyde  Kluckhohn,  Children  of  the 
People   (Cambridge,  Massachusetts:   Harvard  University  Press, 
TUTET;  p.  81. 
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Navajos  do  not  see  religion  as  one  part  of  their  lives 
which  can  be  turned  off  or  turned  on  depending  on  the  occa- 
sion;  the  Navajos'  world  has  traditionally  been  un-sector- 
alized--the  secular  elements  are  not  separable  from  the 
religious  elements.     This  pervasiveness  is  easy  to  understand 
when  one  considers  the  cosmology  of  the  Navajo  religion.  The 
Navajos  are  surrounded  by  a  land  in  which  almost  every  topo- 
graphical feature  plays  a  vital  role  in  their  religion. 
Many  rocks,  mesas,  canyons,   springs,  mountains,  and  ponds 
are  reminders  of  heroic  legends  or  other  deeds  of  religious 
significance,   and  the  Navajos  are  reminded  each  time  they 
look  at  these  landmarks  of  the  spiritual  forces  in  their 
lives. 

Restoration  of  Harmony 

The  Navajos  viev;  nature  as  more  powerful  than  man  and 
as  a  force  which  must  be  adapted  to  rather  than  controlled. 
This  is  in  contrast  to  white  society,  which  sees  nature  as 
a  force  with  useful  and  harmful  aspects.     The  useful  forces 
must  be  harnessed  for  man's  benefit,  and  harmful  forces 
must  be  shorn  of  their  potential  for  harm  to  man.^ 

Navajo  religion  assumes  that  it  is  futile  even  to  hope 
to  master  nature  and  that  the  forces  of  nature  must  be  har- 
monized with  mankind  through  the  performance  of  the  proper 


Leonard  McCombe,  Evon  Z.  Vogt  and  Clyde  Kluckhohn, 
Navajo  Means  People   (Cambridge,  Massachusetts:  Harvard 
University  Press,  1951),  p.  143. 
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rituals.       Illness  or  misfortune  of  any  kind  is  seen  as 
evidence  of  a  disruption  of  this  harmony  with  nature,  and 
corrective  ceremonies  are  seen  as  the  only  means  of  re- 
storing harmony  in  an  individual's  life.     Considerable  ex- 
pense is  incurred  to  have  these  ceremonies  performed  over 
family  members  whenever  it  is  felt  that  their  harmony  has 
been  disturbed. 

Property  and  Religion 

In  the  Navajos'  religion,  money  or  property  is  con- 
sidered necessary  for  obtaining  access  to  the  supernatural 
powers.     Offerings  are  important  in  gaining  the  attention 
of  the  Holy  People  and  the  ceremonies  conducted  to  restore 
harmony  in  an  individual's  life  can  be  expensive.''  Thus, 
in  addition  to  being  a  symbol  of  prestige,  wealth  to  the 
Navajos  is  an  assurance  of  access  to  the  Holy  People  in 
times  of  need.     Too  much  wealth  can  be  dangerous,  though. 
Rich  Navajos  run  the  risk  of  incurring  jealousy  and  accusa- 
tions of  witchcraft.     Gossip  against  rich  people  in  Navajo 
society  frequently  takes  the  form  of  implications  that  the 
rich  got  their  start  by  stealing  jewelry  and  other  valuable 
items  from  the  dead.     The  existence  of  this  phenomenon  acts 
as  an  equalizing  force  in  Navajo  society,  for  the  rich  feel 

Ibid. 
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Katherine  Spencer,  Mytho_logy  and  Values:     An  Analysis 
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compelled  to  reduce  the  ill-feeling  toward  themselves  by 
being  extravagant  in  their  gifts  to  relatives  and  extrava- 
gant in  the  size  of  the  religious  ceremonies  that  they 
8 

sponsor. 

The  cost  of  the  religious  ceremonies  stems  from  the 
fact  that  not  only  must  the  ritual  paraphernalia  be  pur- 
chased, but  also  the  Navajos  who  attend  the  ceremonies  must 
be  fed.    And  since  attendance  at  these  ceremonies  may  ex- 
ceed a  thousand  spectators,  the  cost  can  be  extremely  high. 
Therefore,  when  a  rich  man  pays  for  expensive  ceremonies 
the  economic  difference  between  him  and  his  neighbors  is 
reduced,  and  Navajo  religion  has  served  as  an  economic 
leveler . ^ 

Religion  and  Business  Development 

From  the  above  discussion,  it  can  be  seen  that  the 
Navajo  religion  influences  the  reservation's  small  business 
development  in  a  number  of  ways.     First  of  all,  planning 
and  cumulative  efforts  are  discouraged  by  the  religion's 
fatalistic  attitude  toward  nature  and  man's  attempts  to 
conquer  nature  for  his  ovm  economic  gain.     Secondly,  capi- 
tal accumulation  is  hindered  by  the  high  cost  of  religious 
ceremonies  and  the  religion's  sanctioning  of  witchcraft 


Clyde  Kluckhohn  and  Dorothea  Leighton,  The  Navajo 
(Garden  City,  New  York:  Doubleday  and  Co.,  Inc.,  1962), 
p.  112. 
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accusations  against  the  rich.     Finally,   there  is  no  doc- 
trine in  the  Navajo  religion  which  parallels  the  larger 
society's  "Protestant  Ethic";   therefore,   tliere  is  no  glori- 
fication of  work  or  frugality  which  would  be  beneficial  to 
business  development. 

Individualism 

In  a  market  economy,   the  entrepreneurial  function  is 
usually  performed  by  private  individuals  ratlier  than  by  the 
state.     In  small  businesses,  entrepreneurs  have  often  been 
characterized  by  a  high  degree  of  individualism,  implying 
that  individualism  may  be  an  important  personality  trait 
for  small  business  development.     It  is  common  to  think  of 
American  Indians  of  the  Southvsfest  as  a  communal  people. 
This  predisposition  arises  from  the  fact  that  many  of  the 
Pueblo  peoples  have  lived  communally  for  hundreds  of  years 
in  their  apartment-like  villages.     The  Navajo  must  be  dis- 
tinguished from  the  Pueblo  peoples,  however,  for  the  Nava- 
jos'   life  style  is  much  less  sedentary  and  not  nearly  as 
communal  as  that  of  the  Pueblo  peoples.     The  pastoral  econo- 
my of  the  Navajos  as  opposed  to  the  farming  economy  of  the 
Pueblo  peoples  has  created  a  life  style  characterized  by 
isolation  and  settlement  in  small  family  groups.  This 
lonely  pastoral  existence  of  the  Navajos  has  required  the 
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development  of  a  high  degree  of  self-reliance  and  emotional 

self-sufficiency . 

The  Navajos'   individual i'^;m  in  personal  affairs,  however, 

does  not  always  spill  over  into  their  work.     The  Navajos' 

training  and  disposition  has  traditionally  been  oriented 

toward  v/orking  in  a  family  group  where  authority  is  shared 

and  individual  authoritarianism  is  discouraged . This 

practice  leads  to  the  development  of  \\rhat  has  been  called 

"familistic  individualism"  which  is  a  blend  of  individualism 

in  many  personal  affairs  but  a  degree  of  dependency  on  the 

1  2 

family  in  larger  social  and  economic  matters.         In  modern 
times,  the  more  acculturated  Navajos  have  begun  to  break 
away  from  this  "familistic  individualism"  and  adopt  pat- 
terns of  individualism  associated  with  white  society.  This 
tendency  has  led  to  an  increase  in  the  expression  of  aggres- 
sive personal  leadership,  especially  at  the  Tribal  govern- 
ment level. 

Thus,  v/hile  Navajo  society  has  been  traditionally  char- 
acterized by  a  high  degree  of  individualism,   it  has  been 
an  individualism  unlike  that  of  the  white  society.  "Familis- 
tic individualism"  is  not  as  conducive  to  the  development  of 
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aggressive  entrepreneurs  as  is  white  individualism.  "Fami- 
listic  individualism"  tends  to  permit  personal  differences, 
but  it  also  tends  to  discourage  aggressive  or  authoritarian 
leadership  and  to  produce  what  might  be  called  "noncompeti- 
tive individualism."-'"^ 


Competition 

A  competitive  spirit  is  a  primary  force  in  the  market 
economy,  especially  in  the  small  business  sector  where 
there  is  usually  a  high  degree  of  competition.     V/hite  soci- 
ety in  America  tends  to  extend  great  praise  to  the  person 
of  initiative  who  actively  seeks  responsibility.     This  cul- 
tural trait  has  no  parallel  in  Navajo  society.     While  per- 
sonal excellence  is  valued  by  the  Navajos  in  many  areas  of 
life,  personal  success  financially  does  not  evoke  the  praise 
and  respect  that  it  does  in  white  society .  ■'■'^ 

The  drive  to  "get  ahead"  is  not  alien  to  Navajo  soci- 
ety, but  it  is  limited.     IVliereas  white  men  frequently  set 
out  to  achieve  not  only  economic  security  but  also  economic 
fortune,  the  Navajo  individual  is  usually  content  with  ob- 
taining economic  security.     This  attitude  makes  the  Navajos 
appear  unambitious  and  uncompetitive;  however,  when  one 
considers  the  religious  sanctions  against  too  much  wealth, 
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the  Navajos'  behavior  is  not  surprising . 

The  aversion  to  aggressive  behavior  in  obtaining  wealth 
has  few  parallels  in  other  sectors  of  Navajo  society.  Nava- 
jos are  extremely  competitive  in  sports  and  are  also  competi- 
tive for  grades  in  school.     There  is  no  religious  sanction 
against  competition  in  these  areas,  and  the  Navajo  people 
seem  able  to  categorize  these  different  sectors  of  their 
lives  and  react  differently  in  each  of  the  categories."*"^ 
It  has  been  suggested  that  the  Navajos'  uncompet itiveness 
in  economic  affairs  is  not  so  much  a  function  of  religious 
taboos  as  it  is  a  result  of  the  historical  absence  of  a 
market  economy  where  competition  was  necessary .  "'•'^     If  this 
suggestion  is  correct,   then  there  is  a  possibility  that  a 
competitive  spirit  may  develop  among  the  Navajos  in  economic 
affairs  as  they  become  more  involved  in  the  market  economy 
of  the  larger  society.     At  present,  however,  the  absence  of 
this  spirit  does  act  as  a  negative  factor  in  Navajo  small 
business  development. 

Attitudes  Toward  Work 

Attitudes  toward  \\^ork  among  the  Navajo  people  differ 
from  work  attitudes  in  white  society.     Work  is  viewed  by 
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the  Navajos  as  a  means  to  an  end  and  not  as  an  end  in  it- 
self.    According  to  Navajo  standards,  one  should  be  indus- 
trious in  order  to  obtain  material  possessions  and  to  secure 
a  livelihood- -not  to  achieve  favor  with  the  Holy  People  or 
among  men. 

Hard  work  is  highly  valued  among  the  Navajo  people  be- 
cause of  their  recognition  of  its  necessity  in  order  to 
secure  a  living  from  a  land  of  few  resources.     Working  for 
work's  sake  or  acquiring  money  for  money's  sake,  however, 
does  not  motivate  the  Navajos  to  work.^^    Nor  do  the  Nava- 
jos attach  any  moral  value  to  working  as  many  white  people 
19 

do.        This  is  reflected  in  the  Navajos'  attitude  toward 

working  overtime  for  white  employers.     It  is  said  that  the 

Navajos  really  do  not  like  to  work  overtime,  for  "they  place 

a  high  value  upon  their  free  time  and  are  reluctant  to  trade 

2  f) 

It  away  for  extra  money."        This  does  not  mean  that  Navajo 

people  are  lazy;   in  fact,  Navajo  culture  strictly  condemns 
2 1 

laziness.        Attitudes  toward  work  are  very  positive.     In  a 
test  of  Navajo  children,     50      percent  responded  that  work 
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was  a  "good  thing  they  could  do."     This  compared  with  a  10 
to       20      percent  response  among  white  children  that  work 
was  a  "good  thing  they  could  do."^^     It  is  only  when  work 
exceeds  what  is  necessary  to  make  a  comfortable  living  that 
Navajo  attitudes  differ  from  those  of  the  larger  society. 
This  attitude  toward  work  may  be  a  healthy  attitude  but  it 
does  not  enhance  capital  accumulation  for  the  development 
of  Navajo  small  businesses  and,   therefore,   it  does  not  cor- 
respond with  the  work  attitude  best  suited  for  rapid  small 
business  development. 

Saving 

The  ability  to  save  and  accumulate  capital  is  important 
for  the  development  and  expansion  of  small  businesses.  Sav- 
ing is  not  a  widespread  habit  among  the  Navajo  people  and 
accumulated  personal  savings  are  seldom  available  for  the 
development  of  Navajo  small  businesses.     This  is  because  of 
two  factors:     the  Navajos  have  a  high  marginal  propensity 
to  consume,  and  there  is  little  income  from  which  savings 
may  be  accumulated. 

Historically,  the  pastoral  nature  of  the  Navajos'  econ- 
omy has  made  saving  neither  necessary  nor  practical  except 
for  the  accumulation  of  animals  and  a  few  other  tangible  com 
modities.     Therefore,   there  has  been  no  need  for  a  money- 


Leighton  and  Kluckhohn,  Children  of  the  People,  p.  169 
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saving  consciousness  among  the  Navajos.     In  modern  times,  " 
one  of  the  chief  factors  prohibiting  saving  among  the  Nava- 
jos has  been  the  Ioav  personal  income  they  receive.  They 
are  forced  to  spend  most  of  their  income  on  necessities 
and  have  very  little  left  over  for  luxury  goods  or  savings.^ 
Another  factor  hindering  saving  among  the  Navajos  is  their 
generosity  toward  friends  and  relatives.     It  is  very  diffi- 
cult for  Navajos  to  say,   "No,"  to  relatives  or  friends  who 
want  to  borrow  money  or  goods  from  them.     In  fact,  among 
many  older  Navajos  it  is  believed  that  richness  is  a  sign 
that  relatives  have  not  been  properly  cared  for  or  that  the 
rich  person  has  been  stingy  toward  his  friends  or  even 
cheated  them.^'^ 

In  addition  to  the  above-mentioned  hindrances  to  sav- 
ing,  the  Navajos'  concept  of  the  hereafter  tends  to  retard 
their  propensity  to  save.     The  Navajos  do  not  believe  that 
this  life  is  a  preparation  for  eternity;   they  do  not  believe 
that  deeds  performed  in  this  world  affect  a  person's  life 
after  death. They  believe  that  life  in  this  world  is  the 
only  reward  that  a  person  receives,  and  that  pleasure 
achieved  while  a  person  is  alive  is  the  only  pleasure  that 
will  be  known.     Therefore,  concepts  of  present  denial  for 

Tobe  Garcia,  private  interview. 
'^^  Kluckhohn  and  Leighton,  The  Navajo,  p.  300. 
,   25  Ibid. ,  p.   314 . 
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future  gain  have  to  come  from  other  than  religious  motiva- 
tion. 

As  was  mentioned  above,  the  saving  that  has  been  done 
by  the  Navajos  has  traditionally  been  savings  in  kind. 
Their  pastoral  economy  has  permitted  the  accumulation  of 
tangible  wealth- -domestic  animals. Animals  are  the  one 
type  of  wealth  that  the  practical  Navajos  can  conceive  of 
accumulating,  for  they  are  immensely  practical  to  the  Nava- 
jos' traditional  way  of  life.     The  only  substitute  for 
accumulating  livestock  has  been  the  Navajos'   investment  in 

silver  and  turquoise  jewelry,  which  is  another  form  of  con- 

27  ■ 

spicuous  saving. 

Attitudes  Toward  Wealth 

While  excessive  wealth  accumulation  is  not  a  strong 
drive  in  Navajo  culture,  moderate  property  accumulation 
evokes  no  strong  social  sanctions.     Just  as  Navajo  children 
show  a  more  favorable  attitude  toward  v/ork  that  do  white 
children,  they  also  have  a  greater  preoccupation  with  prop- 
erty than  do  white  children,  who  tend  to  be  more  interested 
in  personal  achievement.^^     The  children's  attitude  is  a  ■ 


David  Aberle,   "Some  Sources  of  Flexibility  in  Navajo 
Social  Organization,"  Southwestern  Journal  of  Anthropology, 
XIX   (Spring,   1963),   6.     '■  ^ 

?  7 

There  is  a  large  market  for  Navajo  jewelry  and  it  can 
be  pawned  or  sold  easily  when  a  Navajo  needs  cash. 

Leighton  and  Kluckhohn,  Children  of  the  People,  p.  165 
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reflection  of  the  value  system  of  their  parents.     For,  even 

in  the  essentially  classless  Navajo  society,   the  Navajo 

people  are  aware  of  a  stratification  of  "poor"  and  "rich" 

Navajos,  with  the  latter  being  rich  only  by  Navajo  stan- 
29 

dards.        And  while  "rich"  Navajos  are  often  resented  or 
avoided  socially,  they  are  also  envied  for  their  possessions 
by  many  of  the  less  fortunate  Navajos. 

The  Navajos'  moderate  feelings  toward  wealth  accumula- 
tion are  reflected  not  only  in  their  negative  attitude  toward 
the  rich  but  also  in  their  scorn  for  the  poor.     Poverty  is 

personified  in  Navajo  religion  as  a  monster  who  plagues  human 
3 1 

life.        To  be  poor  relative  to  other  Navajos  without  obvious 
reasons,  implies  that  a  person  is  lazy  or  cruel  or  destruc- 
tive, and  often  evokes  ridicule  from  other  Navajos. ^his 
attitude  toward  poverty  is  traditional  and  not  a  result  of 
exposure  to  capitalistic  society.  •  . 

It  has  been  said  of  the  Navajos'   attitude  toward  wealth 
that  "the  Navajo  way  is  the  middle  way."^^    a  person  should 
be  neither  rich  nor  poor.     This  attitude  m.ay  make  for  less 
conflict  as  a  result  of  the  small  differences  in  Navajo 


29 

Hobson,  "Reports  of  the  Rimrock  Project,"  p.  17. 

30  Ibid. 
31 


Ibid. 


32  Kluckhohn  and  Leighton,  The  Navajo,  p.   303;  Ladd, 
The  Structure  of  a  Moral  Code,  p.  214. 

MPtl^!/^^'f  Ti\-  "The  Classification  of  Values:  A 
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social  classes,  but  such  an  attitude  is  not  conducive  to 
capital  accumulation  for  small  business  development. 

■   -  Established  Trade  Patterns 

As  a  result  of  the  absence  of  a  large  variety  of  busi- 
nesses on  the  reservation,  the  Navajo  people  have  developed 
the  habit  of  commuting  to  peripheral  towns  to  do  their 
shopping.     This  situation  has  existed  for  such  a  long  time 
that  "going  to  town"  has  become  a  social  affair  among  the 
Navajos.     This  is  especially  true  of  trips  to  Gallup,  which 
has  become  a  weekend  mecca  for  the  Navajo  people.     And  even 
tliough  businesses  have  begun  to  develop  on  the  reservation, 
they  are  often  bypassed  by  Navajos  who  prefer  the  exitement 
of  going  to  the  peripheral  towns. 

If  the  reservation  business  community  is  to  develop 
and  prosper,  mental  attitudes  among  Navajo  consumers  must 
be  reoriented  toward  patronizing  reservation  businesses. 
This  will  not  be  an  easy  task,  as  social  habits  are  difficult 
to  change.     The  establishment  of  entertainment  facilities 
near  the  reservation  businesses  would  help,  as  would  the 
legalization  of  liquor  on  the  reservation.     However,   it  is 
likely  that  these  changes  would  have  to  be  in  effect  for 
some  time  before  the  Navajos'   shopping  patterns  would  shift 
toward  the  reservation. 


Donald  Dodge,  private  interview. 
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Absence  of  Tovms 

The  reservation's  small  business  development  possi- 
bilities are  hampered  by  the  fact  that  the  Navajos  have  not 
traditionally  lived  in  towns  or  villages,  but  have  lived  in 
small  isolated  family  groups.     And  although  this  situation 
has  changed  some^^^hat  as  communities  have  begun  to  develop 
in  scattered  areas  around  the  reservation,  these  emerging 
communities  are  essentially  government  enclaves  with  only 
a  small  population  and  very  few  businesses.     The  absence  of 
a  concentrated  population  poses  a  number  of  problems  for  the 
development  of  small  businesses.     In  addition  to  the  virtual 
absence  of  community  services,  such  as  a  water  system,  a 
sewer  system,  a  police  force,  and  a  fire  department,  the 
new  rural  small  businesses  must  develop  a  market  for  their 
goods  and  services  without  the  advantage  of  having  the  con- 
venience-shopping clientele  which  is  normally  associated 
with  urban  or  suburban  areas. 

Death 

Traditionally,  death  and  everything  associated  with 
death  have  been  frightening  to  the  Navajos.     This  fear  stems 
from  their  conception  of  the  hereafter  and  from  their  belief 
in  ghosts.     As  was  mentioned  earlier,   the  Navajos'  view  of 
life  after  death  is  not  a  pleasant  one,  and  events  associ- 
ated with  death  are  frightening  and  carefully  avoided.  This 
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includes  the  burial  of  the  dead  which  the  Navajos  pursue 
with  elaborate  precautions.     lYhenever  possible,   they  pre- 
vail upon  white  men  to  perfora  the  abhorrent  task  for  them. 
Of  course,  this  fear  of  death  and  dead  bodies  retards  the 
development  of  Navajo-owned  mortuaries,  but  there  are  other 
repercussions  on  business  activity  as  well. 

In  the  past,   it  was  customary  to  destroy  hogans  when 
someone  died  in  them  for  fear  that  evil  would  inhabit  that 
dwelling.     This  situation  applies  to  businesses  as  well. 
One  story  is  told  of  a  Navajo  having  an  epileptic  fit  in  a 
trading  post.     Upon  realizing  that,   if  the  man  died  in  the 
store,   the  Navajo  people  might  not  come  into  the  store 
again,  the  trader  dragged  the  man  out  of  the  store.  For- 
tunately, the  man  did  not  die,  but  if  he  had,  the  trader's 
business  might  have  been  ruined. 

Lightning  is  also  associated  with  death  among  the  Nava 
jos.     In  another  incident,  after  a  trading  post  had  been 
struck  by  lightning,   the  trader  felt  it  necessary  to  remove 
the  merchandise  from  his  store  at  night  and  take  it  far 
away.     He  later  brought  the  merchandise  back  and  portrayed 
it  as  new  so  that  the  Navajos  would  feel  that  it  was  safe 
to  purchase  it.^'^ 


Kluckhohn  and  Leighton,  The  Navajo,  p.  184. 

3  6 

Elizabeth  Compton  Hegemann,  Navajo  Trading  Days 
(Albuquerque:  University  of  New  Mexico  Press,   196TT7~p.  59. 

37 

Editha  Watson,  private  interview. 
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Today,  it  appears  that  the  Navajos'   feelings  relating 
to  death  are  undergoing  significant  changes,  and  the  fright- 
ened behavior  towards  death  and  dead  people  seems  to  have 

been  modified  as  the  Navajos  have  become  more  acculturated 

3  8 

toward  white  society. 

Change  and  Continuity 

A  number  of  differences  between  Navajo  culture  and  the 
larger  American  culture  have  been  pointed  out  in  the  analy- 
sis above.     Many  of  the  cultural  differences  act  as  negative 
factors  for  small  business  development  among  the  Navajos. 
Therefore,  the  question  arises  regarding  the  extent  to  which 
the  Navajos  are  willing  and  able  to  change  their  cultural 
habits  in  exchange  for  the  greater  economic  prosperity  asso- 
ciated with  business  development.     Another  issue  of  even 
greater  significance  revolves  around  the  question  of  whether 
or  not  it  is  possible  for  the  Navajo  people  to  integrate 
their  economy  and  society  with  that  of  the  dominant  culture 
and  still  remain  "Navajos." 

Material  v.  Non-material  Change 

As  is  true  of  most  underdeveloped  peoples,  the  material 
elements  of  the  Navajos'   culture  seem  to  change  faster  than 
the  non-material  elements.     Pickup  trucks,  televisions, 


Young,  Navajo  Yearbook- 19  61 ,  p.  531. 
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cameras,  and  radios  have  all  become  a  part  o£  the  Navajos' 
culture,  but  their  religion,  language,   and  social  institu- 
tions have  not  changed  as  significantly  as  has  their  mate- 
rial  way  of  life.        The  method  in  which  the  material  ele- 
ments of  white  society  have  been  presented  to  the  Navajos 
has  facilitated  their  acceptance.     The  goods  offered  to 
them  by  white  merchants  have  usually  been  presented  in  a 
permissive  way.     The  Navajos  could  either  accept  the  goods 
or  reject  them.     On  the  other  hand,  missionaries  and  govern- 
ment officials  have  not  alv;ays  presented  the  non-material 
elements  of  white  culture  in  such  a  permissive  manner  and, 
usually,  coercive  attempts  to  force  non-material  cultural 
changes  on  the  Navajos  have  met  with  failure.     The  greatest 
changes  in  Navajo  culture  seem  to  have  come  when  the  changes 

yielded  obvious  benefits  and  when  the  changes  were  presented 

40 

m  an  uncoercive  manner. 

Traditional  and  Modern  Navajos 

There  is  a  division  among  the  Navajo  people  regarding 
the  acceptance  of  change  in  Navajo  society.     Younger  Nava- 
jos who  have  generally  been  educated  in  BIA  schools  usually 
advocate  rapid  change  and  rapid  development  of  the  reser- 
vation's resources.     On  the  other  hand,   there  is  a  group  of 


Young ,  English  as  a  Second  Language  for  Navajos, 
pp.  5-6. 

Peter  Farb,  Man's  Rise  to Civilization  as  Shown  by 
the  Indians  of  North  America  from  Primev al  Times  to  the 
Coming  of  the  Industrial  State"  (New  Y o fY:""  F .  P.  Dutton  and 
Co. ,   Inc. ,   1968)  ,  p.   2  71. 
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older,  more  traditional    Navajos  who,  while  recognizing 
the  inevitability  of  change,  wish  to  slow  down  the  rate  of 
change. '^^     In  the  past,   this  conflict  has  acted  to  retard 
business  development.     Today,  however,   the  conflict  is  sub- 
siding as  the  older  Navajos  die  and  the  younger  Navajos 
assume  positions  of  leadership.     The  future  should  see  a 
substantial  lessening  of  resistance  to  change  and  an  in- 
creasing interest  in  business  development.^^    The  subtle 
forces  of  education,  employment,  and  mobility  may  be  slow 
but  they  are  very  strong  and  the  present  direction  of  their, 
influence  is  toAv'ard  acculturation. 


Mary  Shepardson,  "Navajo  Ways  in  Government:  A  Study 
in  Political  Process,"  American  Anthropologist,  LXV,  No.  3, 
Part  2   (June,  1963),  p.~68^  ^ 

Tobe  Garcia,  private  interview. 


CHAPTER  VI 
EDUCATION  AND  THE  ENTREPRENEURS 


One  source  of  a  number  o£  business  development  prob- 
lems is  the  Navajos'   general  unfamiliar ity  with  a  market 
economy  and  with  the  various  factors  involved  in  the  opera- 
tion of  business  enterprises.     Most  adult  Navajos  have  been 
reared  in  an  environment  in  v/hich  they  were  not  taught  to 
be  aware  of  the  market  forces  in  their  lives.     In  fact,  the 
majority  of  Navajo  adults  have  lived  in  an  environment  in 
which  trade  utilizing  money  played  a  role  inferior  to  bar- 
ter in  commodities.     Furthermore,  the  absence  of  Navajo 
businessmen  has  meant  that  few  sons  or  daughters  have  had 
the  opportunity  to  grow  up  in  a  business  atmosphere  in  which 
they  could  learn  entrepreneurial  skills  from  their  parents. 
In  the  absence  of  experience  serving  the  Navajos  as  an  ef- 
fective teacher  of  market  economics,   it  is  important  for 
formal  education  to  try  to  help  fill  the  gap  of  economic 
understanding. 

The  Role  of  Education  in  the 
American  Economy 

For  many  years,  America's  greatest  economic  assets 
have  been  its  abundance  of  natural  resources  and  its  vast 
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stock  of  capital  goods.     The  former  helped  entice  those  who 
would  conquer  the  continent  and  the  latter  helped  make  the 
conquest  possible.     Following  the  extensive  development  of 
the  country,  however,  a  new  wave  of  intensive  development 
has  begun  to  take  place. 

This  shift  to  intensive  development  has  not  made  the 
country's  natural  resources  less  important  absolutely,  but 
it  has  caused  a  relative  increase  in  the  importance  of  what 
is  inhumanly  called  human  capital.     In  a  pioneering  study 
of  the  sources  of  American  economic  growth,  Edward  Denison 
estimated  that,  between  1900-1929,   approximately  65  percent 
of  the  increase  in  America's  GNP  was  attributable  to  in- 
creases in  the  quantity  of  labor  and  quantity  of  capital. 
During  the  same  period  improvements  in  education  and  tech- 
nology were  said  to  have  accounted  for  25  percent  of  the 
increase  in  GNP.     However,  between  1929-1957,   the  positions 
of  the  t\io  forces  were  reversed,  with  increases  in  the  quan- 
tity of  labor  and  capital  accounting  for  only  42  percent  of 
the  increase  in  GNP,  while  improvements  in  education  and 
technology  accounted  for  47  percent  of  the  increase.  This 
shift  toward  the  qualitative  grov/th  forces  reflects  the  in- 
creasing sophistication  of  the  nation's  economy  and  the  in- 
creasing importance  of  knowledge  as  a  factor  for  personal 
economic  survival . 


lidivard  Denison,  The  Sources  of  Economic  Growth  in  the 
United  States   (New  YorkT^Conunittee  for  Economic  D"cvelopment . 
19627^  ' 
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The  Navajo  Educational  System 

As  a  whole,   the  Navajos  are  one  of  the  least  formally- 
educated  groups  of  people  in  the  United  States.     In  1967, 
it  was  estimated  that  the  average  amount  of  education  for 
white  people  in  the  United  States  was  about  twelfth  grade. 
For  non-whites,  including  Navajos,  the  average  level  of 
education  was  about  ninth  grade,  and  for  Navajos  exclusively 
the  average  grade  completed  was  only  the  fifth. ^     This  low 
level  of  average  education  reflects  a  historical  aversion 
by  the  Navajos  to  the  dominant  society's  system  of  formal 
education.     In  order  to  understand  this  situation  and  to 
evaluate  future  developments  in  education,   it  is  necessary 
to  examine  the  history  of  education  on  the  Navajo  Reserva- 
tion and  to  attempt  to  understand  the  Navajos'  changing  at- 
titude toward  education. 

The  Development  of  Navajo  Education 

The  first  formal  commitment  of  the  United  States  to 

the  education  of  the  Navajos  appears  in  the  Treaty  of  1868, 

which  states  that: 

The  United  States  agrees  that,  for  every 
thirty  children.    .    .  who  can  be  induced 
or  compelled  to  attend  school,  a  house 
shall  be  provided,  and  a  teacher  competent 
to  teach  the  elementary  branches  of  an 


Armando  Sanchez,   "Placement  Services , Procedures ,  and 
Results  of  the  Navajo  Rehabilitation  Project,"  Navajo  Re- 
habilitation Project  Technica2_Report  No.  9  (Flagstaff, 
Arizona:  Northern  Arizona  University,   1967),  p.  28. 
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English  education  shall  be  furnished, 
•     who  will  reside  among  said  Indians,  and 
faithfully  discharge  his  or  her  duties 
as  a  teacher.     The  provisions  of  this 
article  to  continue  for  not  less  than 
ten  years. 3 

One  teacher  for  every  thirty  students  would  probably 
have  been  equal  to  or  better  than  the  educational  standards 
of  most  western  communities  at  that  time.     However,  while 
the  Federal  government  did  provide  some  teachers  and  class- 
rooms, the  Navajos  failed  to  provide  the  students.  They 
were  not  interested  in  the  white  man's  education. 

It  was  not  until  the  years  following  V/orld  War  II  that 
the  Navajos  began  to  support  and  even  demand  education  for 
their  children."^    Prior  to  the  war  they  had  had  little 
opportunity  for  contact  with  the  larger  society,  and  they 
were  content  with  their  traditional  way  of  life.     With  the 
coming  of  the  war,  many  young  Navajos  attempted  to  enlist 
in  the  armed  services  and  many  others  took  jobs  off  the 
reservation.     The  importance  of  education  became  apparent 
to  the  Navajos  when  88  percent  of  those  who  attempted  to 
enlist  were  declared  illiterate.^    Also,   it  was  seen  that 
those  Navajos  who  were  bilingual  were  chosen  as  foremen  in 


^  Robert  Young,  The  Navajo  Yearbook  (Window  Rock,  Ari- 
zona: Navajo  Agency  of  the  BIA,   19'6l)  ,  p.   7.  . 

Edward  H.  Spicer,  Perspectives  in  American  Indian 
Cultural  Change   (Chicago:  University  of  Chicago  Press,  1961), 
pi  316 . 

^  G,   I.   Sanchez,  The  People:     A  Study  of  the  Navajos 
(Lawrence,  Kansas:   Haskell  Institute  Print  Shop.  1948), 
p .   25 . 
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of f -reservation  jobs  and  had  to  work  less  but  still  re- 
ceived better  pay.^ 

Those  Navajos  who  were  a.ble  to  serve  in  the  ai'ined  for- 
ces had  a  chance  to  see  the  opportunities  offered  by  the 
outside  world  for  economic  advancement.     They  realized  that 
in  order  to  take  advantage  of  these  economic  opportunities 
it  v/ould  be  necessary  for  the  Navajos  to  become  skilled  in 
the  language  and  the  ways  of  the  dominant  society.     It  was 
this  realization  that  led  to  an  increasing  interest  after 
the  war  in  developing  a  better  educational  system  on  the 
reservation.     But  the  Navajos  had  a  great  deal  of  catching 
up  to  do.     In  1947,   66  percent  of  the  Navajo  population  had 
no  formal  education  at  all  and  the  median  amount  of  educa- 
tion of  tribal  members  was  less  than  one  year.''  Further- 
more,  the  facilities  were  not  available  after  the  war  to 
meet  the  Navajos'  new  demand  for  education.     In  1949,  there 
were  approximately  24,000  Navajo  children  of  school  age, 
but  school  facilities  were  available  for  less  than  half  that 

Q 

number  of  students. 


Tom  T.  Sasaki,  Fruitland,  New  Mexico:  A  Navajo  Com- 
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Press,   1960),  p.  15. 
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Intermountain  School  During  Their  First  Year  of  Employment," 
(Master's  Thesis,  Utah  State  University,   1959),  p.  12. 
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In  1950,  Congress,  acting  through  the  Navajo-Hopi  Long 
Range  Rehabilitation  Act,  provided  $25  million  for  school 
construction  purposes.     But  progress  was  slow  and  in  1955, 
while  14,000  Navajo  children  were  in  school,  there  were 
still  some  14,000  school-age  children  not  in  school.^  Even 
in  1960,  there  were  still  4,000  school-age  children  out  of 
school.     This  was  partly  due  to  a  lack  of  motivation,  but 
it  was  also  the  result  of  a  shortage  of  available  space. -'-'^ 
By  1969-1970,   adequate  facilities  existed  for  all  Navajo 
children  and  approximately  95  percent  of  the  school-age 
population  was  enrolled  in  school.     In  addition  to  the  high 
enrollment,   the  drop-out  rate  was  only  20.5  percent,  com- 
pared with  22.7  percent  nationally      And  in  1969,   the  first 
Indian  controlled  college  in  the  United  States  was  developed 
by  the  Navajo  Tribe,  Navajo  Community  College  at  Many  Farms, 
Arizona. 

Curriculum 

The  basic  curricular  philosophy  of  schools  in  the  Nava- 
jo Reservation  has  been  one  of  attempting  to  adhere  as  close- 
ly     as  possible  to  the  course  of  instruction  followed  in 
off -reservation  public  schools.        This  situation  has  of- 
fended many  Navajo  and  Indian  educators  who  desire  a  greater 


g 

Robert  A.  Roessel,   Indian  Communities  in  Action  (Tempe, 
Arizona:  Arizona  State  University  Press,   19^),  p.  11. 

Young,  Navajo  Yearbook,  p.  19. 

Division  of  Education,  Navajo  Area  Office,  BIA,  "Infor- 
mation on  Navajo  Education,"  Window  Rock,  Arizona, 1969  fMimeo 
graphed.)  ^ 
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degree  of  cultural  adaptation  of  the  Navajos'  educational 
process . 

From  the  point  of  view  c-f  business  development,  basic 
business  courses  such  as  typing,  bookkeeping,   shorthand,  and 
the  use  of  business  machines  are  taught  in  reservation 
schools  and  are  popular  with  Navajo  girls.     Business  arith- 
metic is  also  taught  and  is  quite  popular  with  Navajo  boys."*" 
These  courses  convey  "mechanical"  skills  that  are  important 
to  business  development,  but  they  are  not  oriented  toward 
developing  decision-making  ability  among  Navajo  students. 
Basic  economics  is  sometimes  taught  in  reservation  schools 
but  not  as  a  separate  course.     It  is  usually  taught  in  con- 
junction with  other  social  sciences  but  only  by  teachers 
who  have  a  particular  interest  in  the  subject. 

Quite  often  bright  students  finish  school  with  no 
understanding  at  all  of  the  market  economy  and  the  role  of 
profits  in  the  market  economy.     A  Kayenta  businessman  told 
of  an  incident  where  one  of  his  clerks,   a  young  Navajo  woman 
who  had  recently  completed  the  eleventh  grade,  asked  for  a 
day  off  so  she  could  go  to  Window  Rock  and  report  him  to 
the  Trader  Supervisor.     When  the  businessman  asked  why  she  ■ 
wanted  to  report  him,   the  young  lady  explained  that  she  had 
discovered  that  he  paid  one  price  for  goods  but  charged  a 


Leroy  Falling,  BIA  Education  Official,  Albuquerque, 
New  Mexico,  private  interview,  December  14,  1970. 

"  Ibid. 
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higher  price.     The  making  of  profits  appeared  to  her  to  be 
a  violation  of  proper  business  practices.''"'*     This  lack  of 
understanding  of  the  role  of  profits  in  a  free  enterprise 
system  causes  much  ill-ivill  among  Navajo  consumers  toward 
businessmen.     The  situation  on  the  reservation  is  similar 
to  the  situation  in  the  Middle  Ages  when  profits  and  usury- 
were  condemned  for  moral  reasons.     Such  an  attitude  toward 
profits  is  no  more  conducive  to  business  development  on  the 
Navajo  Reservation  today  than  it  was  in  Europe  during  the 
early  Middle  Ages.     A  better  understanding  of  the  market 
economy  might  help  decrease  hostility  toward  business  and 
businessmen  and  could  possibly  induce  more  Navajos  to  under 
take  their  own  business  endeavors. 

Education  and  the  Entrepreneur 

The  term  entrepreneur  evokes  many  images.     In  the  popu 
lar  conception  of  the  term,  the  entrepreneur  is  seen  as  the 
risk  taker- -"a  man  who  braves  uncertainty,  strikes  out  on 
his  o\<m,   and, through  native  wit,  devotion  to  duty,  and 
singleness  of  purpose,  somehow  creates  business  and  indus- 
trial activity  where  none  existed  before."''"^    There  are 


Based  on  conversation  with  reservation  businessman, 
Kayenta,  Arizona,  October,  1970. 

Orvis  F.  Collins  and  David  G.  Moore  and     Darab  B. 
Unwalla,  The  Enterprising  Man  (East  Lansing,  Michigan: 
Michigan  State  University,   1964),  pp.  4-5. 
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negative  images  too,  and  sometimes  the  entrepreneur  is 
seen  as  manipulative,  greedy,  avaricious,  and  overwhelmingly- 
acquisitive.     Perhaps  the  most  unemotional  description  of 
the  entrepreneur  is  the  one  that  depicts  him  simply  as  an 
essential  factor  in  the  production  function.  Dispassionate 
descriptions  such  as  this  do  not  convey  an  Horatio  Alger 
image,  but  at  the  same  time,  they  do  depict  the  key  role 
of  the  entrepreneur  in  the  production  function- -  that  of  the 
catalyst  without  whom  creative  business  endeavors  would  not 
exist . 

The  role  of  formal  education  in  producing  the  entre- 
preneurial drive  and  developing  practical  business  skills 
is  not  fully  understood.     The  essential  education  of  the 
enterpreneur  has  in  many  cases  come  from  his  involvement 
in  business  affairs  where  he  learned  his  trade  from  experi- 
ence and  trial  and  error.  ^'^     In  the  field  of  small  business 
development,   the  Navajos  encounter  the  problem  of  not  having 
a  tradition  of  producing  business  entrepreneurs.     This  means 
that  a  potential  Navajo  businessman  is  not  likely  to  have 
had  the  opportunity  to  learn  a  business  trade  from  his  par- 
ents or  other  relatives. 

In  the  absence  of  available  on-the-job  learning  oppor- 
tunities,  it  would  be  helpful  if  formal  training  programs 
could  be  developed  on  the  reservation  to  give  potential 


1^  Ibid. 
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Navajo  entrepreneurs  some  necessary  business  skills.  To 
a  certain  extent  the  business  courses  in  high  school  do 
help  achieve  this  goal,  but,  as  was  mentioned  above,  the 
high  school  courses  develop  essentially  mechanical  skills 
without  emphasizing  managerial  skills  and  decision-making 
ability.     Of  course,  no  formal  training  can  be  guaranteed 
to  produce  successful  business  managers  even  for  small  con- 
cerns.    But  an  attempt  could  be  made  to  develop  business 
courses  which  were  designed  to  help  young  Navajos  learn  how 
to  attack  individual  provlems.     It  is  possible  to  teach 
individuals  how  to  gather  information,  evaluate  that  infor- 
mation, and  rationally  apply  the  information  to  problems 
which  they  face.     At  present,  no  such  training  programs  . 
exist  on  the  reservation;  however,   the  Tribe  is  aware  of 
the  need  for  business  training  programs  and  some  attempts 
have  been  made  to  implement  them. 

Special  Programs  for  Training 
Small  Businessmen 

Many  Navajo  businessmen  have  a  great  deal  of  trouble 
with  taxes  as  a  result  of  confusion  concerning  their  tax 
requirements.     There  are  no  sales  or  property  taxes  on  the 
reservation  and  some  Navajo  businessmen  also  believe  that 
they  are  not  required  to  pay  income  taxes.     As  a  result, 
they  sometimes  fail  to  file  income  tax  reports  and  later 
have  to  pay  penalty  fines  which  often  put  them  out  of 
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business.     For  the  last  four  years,   classes  have  been  con- 
ducted for  training  Navajo  small  businessmen  to  fill  out 
tax  forms.     Unfamiliar ity  with  tax  laws  and  filing  require- 
ments have  caused  a  number  of  small  businesses  to  fail. 
For  example,  recent  tax  penalties  paid  by  four  different 
Navajo  businessmen  were  $2,200,   $3,150,  $850  and  $5,200.^^ 
Due  to  the  small-scale,  marginal  nature  of  most  Navajo  busi 
nesses,  a  penalty  tax  can  easily  put  a  Navajo  businessman 
out  of  operation. 

The  tax  school  is  designed  to  teach  Navajo  business- 
men the  proper  way  to  fill  out  tax  forms  and  avoid  penalty 
taxes.     However,  very  few  Navajo  businessmen  attend  this 
school.     Most  of  the  attendance  at  the  school  is  by  employ- 
ees of  the  Tribe's  Social  Security  Department,  who  are  re- 
quired to  attend.     Most  reservation  businessmen  hire  book- 
keepers to  handle  their  accounting,  and  attending  a  school 
to  learn  how  to  fill  out  tax  forms  does  not  satisfy  their 
needs.     After  one  day's  attendance,  most  businessmen  do  not 
return  to  the  three -day  school  and,  although  initial  enroll 
ment  may  be  high,  attendance  records  are  low. 

The  tax  school  does  not  meet  the  needs  of  businessmen 
but  serves  instead  to  train  Social  Security  employees  to 
aid  businessmen  who  miglit  come  to  them  for  tax  advice.  The 


This  section  is  based  on  the  author's  experiences 
while  attending  the  special  tax  scliool  at  Window  Rock,  Ari- 
zona, August  18-20,  1970. 
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school  could  be  of  greater  service  to  Navajo  businessmen 
if,   instead  of  emphasizing  techniques  for  filling  out  tax 
forms,   it  would  inform  businessmen  of  their  tax  obliga- 
tions,  the  deadlines  they  must  meet,   the  penalties  they 
must  pay  for  failing  to  meet  deadlines,   and  the  tax  advan- 
tages to  which  they  are  entitled.     This  program  could  easily 
be  presented  in  one  day  or  less,  and  if  the  Social  Security 
employees  needed  to  learn  how  to  fill  out  tax  forms,  this 
could  be  taught  to  them  after  the  first  day  without  burden- 
ing the  Navajo  businessmen. 

The  only  other  business  training  program  offered  to 
Navajos  on  the  reservation,   outside  of  high  school,   is  that 
in  the  Fort  Defiance  Skill  Center.     Here  four  twelve-week 
courses  are  offered:     General  Office  Clerk  Training  and 
Bookkeeping,   Sales  Clerk-Cashier,   Iron  Worker  Upgrade  Shop- 
men, and  Logger  Cluster  Training.!^     These  courses  are  not 
oriented  toward  promoting  business  development  as  much  as 
toward  providing  personnel  for  already  existing  businesses. - 

There  is  a  need  on  the  reservation  for  training  in 
economics,  management,  and  marketing.     No  program  exists 
for  providing  essential  training  in  these  fields.  Perhaps 
as  the  Navajo  Community  College  expands,   it  can  develop 
special  courses  in  these  areas,  but  at  the  present  time 
there  is  little  opportunity  for  potential  Navajo  entrepreneurs 

1  o 

"Manpower  Development  Training  Offers  Five  Courses  " 
Navajo  Times,  September  3,   1970,  p.   4.  ' 
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to  obtain  needed  experience  through  either  on-the-job  train- 
ing or  through  formal  business  courses  given  on  the  reser- 
vation. 


The  Reservation  Entrepreneurs 


In  order  to  discover  some  of  the  characteristics,  prob- 
lems,  and  opinions  of  entrepreneurs  on  the  reservation,  it 
was  necessary  to  conduct  a  survey  asking  a  variety  of  busi- 
ness-related questions.     Approximately  one  hundred  question- 
naires were  either  mailed  or  distributed  by  hand  to  reser- 
vation businessmen.^^    Of  the  approximately  one  hundred 
questionnaires  distributed,  27  businessmen  completed  and 
returned  the  forms.     In  some  cases,   letters  and  notes  were 
attached  by  respondents  supplying  additional,  unsolicited 
information.     The  analysis  which  follows  is  based  on  those 
questionnaires . 


While  there  are  slightly  over  200  small  busineses  on 
the  reservation  (see  Chapter  II),  many  of  these  businesses 
are  ovmed  by  the  same  individual.  As  a  result,  only  about 
100  entrepreneurs  could  be  identified. 

2  0 

See  Appendices  B  and  C  for  a  copy  of  the  questionnaire 
and  letter  of  introduction.     The  questionnaire  was  based  on 
a  similar  questionnaire  found  in:     Lewis  E.  Davids,  Charac- 
teristics  of  Small  Business  Founders  in  Texas  and  GcorgTa~ 
(Atliens,  Georgia:  University  of  Georgia  Press,   1963)'.  ^The 
tables  v^^hich  follow  contain  abbreviated  questions  from  the 
questionnaire.     The  complete  questions  may  be  found  in 
Appendix  C.     The  independent  nature  of  many  reservation 
businessmen  makes  them  wary  of  researchers  and  question- 
naires.    This  attitude  partially  explains  the  small  response 
to  tjie  questionnaire. 
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Table  9 

The  Family  Background  of  Reservation 
Entrepreneurs,  Navajo  Reservation,  1970* 


Total 


Percentage 


Respondents 

Sex 
Male 
Female 

Marital  status 
Single 
Married 
Other 

Siblings 
One  -  two 
Three- five 
Six  or  more 

Father's  education 
Eighth  grade  or  less 
Nine-  t^^?elve 
College 

Mother's  education 
Eighth  grade  or  less 
Nine- twelve 
College 

Parents  in  business  for 
themselves 

Yes 

No 


business  for 


Siblings  in 
themselves 

Yes 

No 


Parents  encouraged  respondent 
to  enter  particular  career 

Yes 

No 


27 


21 
6 


3 
22 
2 


4 
14 
9 


18 
6 
1 


15 
8 
1 


14 
13 


14 
13 


7 
20 


100.0 


77.  7 
22.2 


11.1 
81.  5 
7.4 


14, 
51, 
33, 


66 

22, 
3, 


55.5 
29.3 
3.7 


55.5 
48. 1 


51.5 
48.1 


25.2 
74. 1 
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Table  9  (Cont.) 


Total 


Percentage 


Home  training  influenced 
respondent's  desire  to  enter 
business  for  himself 

Yes 

No 


17 
10 


62.9 
37.0 


Source  of  most  ambitions 
Father 
Mother 
Both 
Other 

Respondent  wants  his  children 
to  enter  business 

Yes  - 

No 

Respondent  is  guiding  children 
toward  business  ownership 

Yes 

No 


7 
4 
8 
10 


23 
2 


14 
13 


25.2 
14.  8 
29.3 
37.0 


85.2 
7.4 


51.  5 
48. 1 


•^Sources:     Results  of  survey  questionnaire  distributed 
on  Navajo  reservation,   1970.     See  Appendices 
B  and  C  for  copies  of  the  questionnaire. 
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Family  Background 

As  Table  9  shows,   the  reservation  entrepreneurs  are 
likely  to  be  married  males  with  children.     They  generally 
came  from  families  which  included  several  brothers  and 
sisters  and  parents  who  did  not  continue  their  education 
past  the  eighth  grade.     Slightly  over  50  percent  of  the 
entrepreneurs  had  parents  or  siblings  who  were  at  one  time 
in  business  for  themselves.     This  situation,  undoubtedly, 
had  some  influence  on  the  entrepreneurs'   career  decisions, 
for  over  60  percent  of  the  businessmen  indicated  that  their 
training  at  home  influenced  their  desire  to  own  their  own 
businesses.     Continuing  in  the  family  tradition,  the  reser- 
vation entrepreneurs  overwhelmingly  expressed  a  desire  for 
their  own  children  to  enter  business.     This  desire  was  mani- 
fested by  over  50  percent  of  the  businessmen  in  the  overt 
training  or  guidance  of  their  children  toward  business  own- 
ership. 

Personal  Characteristics 

Of  the  27  respondents,   17  had  attended  college,  and 
seven  had  earned  college  degrees.     Among  the  17  individuals 
who  had  attended  college,   13  different  majors  were  listed. 
Only  the  business  and  education  fields  could  claim  more 
than  one  student;  business  had  four  students  and  education 
three.     Only  three  of  the  entrepreneurs  had  not  attended 
high  school,  and  the  majority  of  them  indicated  that  they 
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Table  10 

Personal  Characteristics  of  Reservation 
Entrepreneurs,  iNavajo  Reservation,  1970* 


Total 

Percentage 

Respondents 

27 

100.0 

Education 

Eighth  grade  or  less 

3 

11. 1 

Nine- ti-zelve 

7 

25.2 

Some  college 

10 

College  degree 

7 

25.2 

Attend  religious  services 

^^^eekly 

Yes 

17 

6?  Q 

No 

10 

'M  0 

More  than  one  type  of 

work  experience 

Yes 

24 

8  8  8 

No 

3 

11.  1 

Been  in  business  before 

Yes 

17 

6?  Q 

No 

10 

J  /  .  u 

Last  year  of  school  attendance 

Since  1960 

7 

1950-1960 

7 

7  5  7 

1940-1950 

7 

Earlier 

6 

22.2 

Sports  participant 

Yes 

20 

74.1 

No 

7 

25.2 

Travel  outside  Arizona- 

New  Mexico 

Yes 

27 

100.0 

No 

0 

0.0 

Four  or  less  states 

4 

14.8 

Five  or  ]nore  states 

22 

81.  5 

Foreign  countries 

12 

44.  4 

"•"Sources:     Results  of  survey  questionnaire  distributed 
on  Navajo  reservation,   1970.     See  Appendices 
B  and  C  for  copies  of  the  questionnaire. 
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had  been  participants  in  sports.         The  entrepreneurs'  last 
year  of  school  attendance  was  evenly  divided  over  the  past 
three  decades,  with  seven  businessmen  finishing  school  in 
each  decade  and  six  businessmen  having  ended  their  formal 
education  prior  to  1940. 

Reservation  businessmen  are  likely  to  attend  religious 
services  regularly,  although  some  businessmen  indicated 
they  they  were  not  affiliated  with  any  religion  at  all.22 
Reservation  businessmen  have  generally  traveled  extensively 
throughout  the  United  States,  and  almost  half  of  them  have 
been  to  a  foreign  country.     Undoubtedly,   some  of  the  travel- 
ing was  associated  with  their  work,   for  24  of  the  business- 
men indicated  that  they  had  had  some  type  of  work  experience 
otJier  than  their  present  occupation.     In  fact,  17  of  the 
respondents  indicated  that  they  had  owned  businesses  other 
than  the  one  in  which  they  were  presently  engaged. 

Opinions  of  Reservation  Entrepreneurs 

When  asked  if  it  were  advisable  or  useful  for  a  busi- 
nessman to  devote  some  of  his  time  and  efforts  to  politics, 
20  of  the  26  entrepreneurs  replied  positively.  However, 
when  asked  v/hat  they  thought  businessmen  should  do  in 


This  question  was  asked  in  order  to  determine  if  there 
might  be  some  correlation  between  participation  in  competi- 
tive sports  and  competitive  enterprises. 

2  2 

There  is  a  cultural  bias  in  this  question  due  to  the 
fact  that  the  Navajo  religion  does  not  have  regular  "ser- 
vices" and  tliose  Navajos  who  were  not  also  Christians  would 
have  probably  answered  this  question  negatively. 
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politics,   13  different  responses  were  given.     Eight  of  the 
responses  indicated  that  educating  one's  self  on  the  issues 
and  voting  was  the  proper  activity.     However,   three  re- 
spondents advocated  giving  financial  support  to  candidates, 
one  businessman  advocated  working  "underground,"  and  another 
individual  suggested  that  businessmen  should  join  together 
in  order  to  "assure  good  quality  candidates  run  for  office." 

Twenty-four  of  27  entrepreneurs  felt  that  there  was  a 
definite  shortage  of  able  businessmen  on  the  reservation; 
however,  there  was  a  wide  variety  of  suggested  remedies  to 
this  problem.     The  most  frequently  suggested  remedy  was 
increased  business  education  for  the  Navajos.     The  second 
most  frequent  suggestion  was  that  additional  financial 
assistance  be  supplied.     The  elimination  of  excessive  "red 
tape"  and  the  development  of  programs  to  encourage  Navajos 
to  enter  business  were  other  frequently  suggested  remedies. 

When  asked  what  they  considered  to  be  the  "single 
greatest  hindrance"  to  Navajos  who  wished  to  start  their  own 
businesses,   14  businessmen  responded  that  a  lack  of  educa- 
tion was  the  greatest  hindrance.     Eight  individuals  cited 
aspects  of  Navajo  culture  as  being  a  hindrance;   six  people 
said  excessive  red  tape  was  the  main  problem;  and  five 
businessmen  cited  inadequate  financial  assistance  as  the 
main  problem. 
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Founding  the  Reservation  Business 

Business  development  on  the  reservation  is  a  relatively- 
recent  phenomenon.     This  v^[as  reflected  in  the  survey  by  the 
fact  that  15  of  the  respondents  had  founded  their  businesses 
since  1960.     An  additional  five  businesses  had  been  founded 
since  1950,  meaning  that  20  out  of  27  of  the  respondents' 
businesses  had  been  started  within  the  last  20  years.  Two 
of  the  remaining  seven  businesses  were  very  old;  one  was 
founded  in  1900  and  another  in  1880. 

Only  a  few  of  the  businessmen  would  reveal  their  initial 
capital  investments,  and  it  was  not  possible  to  develop 
trends  from  the  few  who  did  respond.     Nine  of  the  respon- 
dents, however,  said  that  they  had  not  planned  for  enough 
capital  when  they  started  their  businesses.     A  total  of  21 
businessmen  had  tried  to  obtain  additional  capital  at  some 
stage  of  their  operations,  but  one- third   (seven)  of  them 
were  unable  to  obtain  additional  capital.     Some  of  the  busi- 
nessmen who  were  denied  additional  capital  v/ere  among  those 
who  cited  "financial  problems"  as  the  greatest  single  hin- 
drance to  the  reservation's  business  development.  Addi- 
tional capital  was  obtained  from  banks  by  seven  businessmen, 
and  two  men  obtained  additional  money  from  the  Small  Busi- 
ness Administration,     Other  sources  of  additional  capital 
included  wholesalers  and  personal  savings. 

Most  of  the  entrepreneurs  were  young  when  they  started 
their  businesses,   13  having  done  so  before  they  were  thirty 
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years  of  age.     Nine  men  were  in  their  forties  or  fifties 
when  they  started  their  businesses,   and  one  man  was  76  xsrhen 
he  started  his  business.     Over  half  of  the  businessmen  had 
assistance  from  their  wives  when  they  started  their  busi- 
nesses, and  the  trend  was  for  wives  to  continue  working 
after  the  businesses  were  established. 

Most  businessmen  were  not  overly  optimistic  about  re- 
ceiving quick  returns  from  their  businesses.     Eleven  men 
expected  to  wait  from  one  to  five  years  before  breaking  even 
or  making  a  profit;   six  men  thought  it  would  take  from  five 
to  ten  years  to  break  even,  and  two  men  thought  it  would 
take  over  ten  years  to  break  even.     Generally,  the  business- 
men did  not  have  to  wait  as  long  as  they  had  originally  ex- 
pected before  making  a  profit.     Seven  men  realized  profits 
in  their  first  year  of  operation,   and  another  five  men  were 
making  profits  after  operating  from  two  to  five  years.  How- 
ever, three  men  did  report  that  it  took  them  over  ten  years 
to  break  even  or  make  a  profit. 

Pricing  of  merchandise  was  most  frequently  done  by 
comparing  prices  with  other  businesses  and  by  adding  a  per- 
centage markup.     Advice  and  experience  were  other  frequently 
cited  ways  of  pricing  mercliandise .     One  businessman  stated 
that  he  determined  his  prices  by  the  "distance  from  big 
toxms." 

In  stating  what  their  greatest  problems  were  in  getting 
started,   the  businessmen's  responses  differed  somewhat  from 
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their  opinions  about  the  "greatest  single  hindrance  to 
business  development  on  the  reservation."     The  most  fre- 
quently cited  problem  in  getting  started  was  governmental 
"red  tape"  associated  with  acquiring  a  business  lease.  No 
entrepreneur  cited  education  as  his  most  difficult  problem, 
although,   as  mentioned  earlier,   this  was  considered  to  be 
the  "single  greatest  hindrance"  to  business  development  on 
the  reservation.     Three  men  cited  financial  problems  as 
their  greatest  difficulty  and  two  men  said  that  they  had 
no  problems.     There  were  a  variety  of  other  problems  listed, 
including  one  man'e  problem  in  "trying  to  determine  which 
Navajo  could  be  trusted  for  a  bill  and  which  was  a  liar." 

One  characteristic  of  businessmen  that  did  not  appear 
in  the  survey  is  the  tendency  for  reservation  entrepreneurs 
to  dislike  life  in  cities.     In  discussions  with  reservation 
businessmen  a  frequent  theme  of  conversation  was  based  on 
their  dislike  of  crowds  and  close  neighbors.     Although  they 
were  quick  to  mention  the  hardships  of  life  on  the  reserva- 
tion (especially  in  the  "early  days"),   they  usually  stated 
that  there  was  no  place  they  would  rather  be  living. 

Entrepreneurs,  Education,  and  the  Future 

In  Navajo  society,   the  business  entrepreneur  is  not  a 
common  phenomenon.     The  role  of  the  businessman  is  still 
not  clearly  understood,  and  the  entrepreneur  is  often  viewed 
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with  some  suspicion.     However,  without  the  entrepreneur  none 
of  the  other  growth  factors  could  have  a  significant  impact 
on  the  Navajo  economy.     Population  growth  is  a  relatively 
passive  growth  force  without  new  enterprise  to  accompany  it, 
and  advances  in  technology  will  be  meaningless  to  the  Nava- 
jos  unless  the  economic  potential  of  the  technology  is 
adapted  and  applied  to  the  reservation's  needs. Navajo 
society  cannot  rely  on  a  business  tradition  to  produce  a 
body  of  entrepreneurs;   they  must  turn  to  other  sources  for 
their  businessmen.     The  development  of  a  greater  orienta- 
tion toward  business  in  the  Navajo  school  system  could  help 
produce  an  environment  more  fertile  to  the  emergence  of 
entrepreneurial  talent. 


Yusif  A.  Sayigh,  En^e_pren^em-s  of  Lebanon:  The  Role 
of_the  Business  Leadei-_in  jJ3eveloplngn!conomy~  (Cambridge" 
Massachusetts:   Harvard"  anrversTTy  "Press,   1962J    pp  19-20 


chapter  vii 
sum^'l/vry  and  conclusions 

The  Navajo  Tribe  constitutes  a  distinct  subcultui'e  in 
American  society.     The  Navajos  are  relatively  sovereign 
politically,  ^^ith  their  own  legal,   financial,  and  educa- 
tional institutions.     They  also  have  a  language,  religion, 
social  structure,  and  history  that  distinguishes  them  from 
the  larger  American  society.     This  study  has  tested  the 
hypothesis  that  embodied  in  the  Navajos'  unique  institu- 
tions are  a  number  of  structural  hindrances  to  the  develop- 
ment of  sm.all  businesses  on  the  reservation.     In  testing 
this  hypothesis,  the  state  of  small  business  development 
on  the  reservation  was  statistically  demonstrated,   then  the 
Navajos'   legal,  financial,  cultural,   and  educational  insti- 
tutions were  examined  to  determine  their  impact  on  the  re- 
servation's small  business  development. 

Summary  of  Findings 

The  tertiary  sector  of  the  Navajo  business  community 
has  three  main  characteristics.     It  is  dominated  by  the 
trading  post  system;   it  is  controlled  mainly  by  non-Navajos; 
and  it  is  geographically  concentrated  in  a  few  areas.  A 
comparative  analysis  of  population/business  ratios  showed 
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that  the  reservation's  business  community  is  also  under- 
developed, compared  witK  the  tertiary  sectors  of  other  areas 
of  the  United  States.     Using  -four  different  geographic  bases 
for  comparison,   it  was  found  that,   on  a  per  capita  basis, 
the  retail  sector  of  the  reservation's  business  community 
was  approximately  six  times  smaller  than  surrounding  areas; 
the  wholesale  sector  was  approximately  100  times  smaller; 
and  the  service  sector  was  approximately  14  times  smaller. 
In  addition  to  the  small  number  of  businesses  on  the  reser- 
vation,  the  majority  of  the  enterprises'  were  small-scale, 
rural  operations  that  did  not  compensate  in  size  for  the 
small  number  of  existing  businesses.     This  lack  of  business 
development  on  the  reservation  is  largely  the  result  of 
Navajo  institutional  factors. 

Legal  Factors 

One  of  the  greatest  obstacles  to  small  business  devel- 
opment on  the  Navajo  Reservation  is  the  unique  land  tenure 
system  of  the  tribe.     Because  no  individual  Navajo  can  own 
a  title  to  any  reservation  land,  an  entrepreneur  must  ob- 
tain a  business  lease  from  the  Tribal  government.     The  pro- 
cess of  obtaining  a  lease  is  marked  by  complexity  and  delay. 
A  lease  application  must  pass  through  approximately  twenty 
approval  stages  and  some  lease  applications  have  required  as 
much  as  five  or  six  years  to  be  processed.     This  long  delay 
frequently  results  in  entrepreneurs  losing  interest  in 
starting  their  businesses. 
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In  contrast  to  the  problem  of  business  leases,  the  tax 
situation  on  the  reservation  is  very  favorable  for  tlie  devel 
opment  of  small  businesses.     iThere  is  no  state  or  local 
sales  tax,  property  tax,   income  tax,  or  lease-hold  tax  on 
the  reservation.     However,   the  tribal  income  is  shrinking  ' 
relative  to  the  social  needs  of  the  growing  Navajo  popula- 
tion, and  it  is  possible  that  the  Tribe  will  soon  find  it 
necessary  to  levy  its  own  taxes,  thus  eliminating  or  reduc- 
ing the  present  tax  advantage  for  reservation  businesses. 

The  Bureau  of  Indian  Affairs  plays  an  important  role 
in  Navajo  small  business  development.     It  is  closely  in- 
volved in  the  business  lease  process  and  has  had  a  great 
influence  in  shaping  the  present  structure  of  the  Tribal 
government.     The  BIA  is  also  involved  in  the  financial  and 
educational  factors  which  influence  the  reservation's  small 
business  development.     However,   the  future  is  likely  to  hold 
a  decreasing  role  for  the  BIA  in  Navajo  affairs  as  the  Tribe 
begins  to  perform  the  governmental  services  previously  per- 
formed by  the  BIA. 

Financial  Factors 

Very  few  Navajos  have  been  able  to  save  substantial 
sums  of  money  and,   as  a  result,  most  Navajo  businessmen 
must  turn  to  outside  sources  for  their  financial  needs.  How- 
ever, private  financiers,   for  a  variety  of  reasons,   are  re- 
luctant to  lend  money  for  the  development  of  Navajo  busi- 
nesses.    Navajo  entrepreneurs  face  a  circular  problem  when 
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they  attempt  to  borrow  from  private  sources.     They  are  often 
refused  loans  because  they  have  never  had  the  experience  of 
being  in  business  for  themselves,  and  they  are  unable  to 
obtain  this  experience  because  they  cannot  get  the  money  to 
start  their  own  businesses. 

The  Tribal  Credit  Program  is  a  very  important  source  of 
financial  capital  for  Navajo  businessmen.     This  program 
makes  high-risk  loans  and  offers  Navajo  entrepreneurs  funds 
at  lower  interest  rates  than  they  can  find  elsewhere.  Fre- 
quently, the  program  will  also  refinance  loans  for  business- 
men when  the  original  lending  agency  refuses  to  do  so.  In 
the  future,  the  role  of  the  Tribal  Credit  Program  in  the 
reservation's  business  development  is  likely  to  decrease. 
The  program  has  a  stable  revolving  loan  fund  and,   if  the 
credit  needs  of  the  Navajo  business  community  increase,  the 
fund  will  not  be  able  to  adequately  meet  the  increased  de- 
mand for  financial  capital.     Offsetting  this  problem  some- 
what,  the  recently  created  Indian  Business  Development  Fund 
should  provide  an  important  new  source  of  equity  capital  for 
future  Navajo  businesses. 

The  development  of  franchise  businesses  on  the  reserva- 
tion could  help  Navajo  businessmen  obtain  financial  capital 
and  important  managerial  training;   so  far,  however,  only 
the  oil  industry  has  played  a  significant  role  in  developing 
franchises  on  the  reservation. 
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Cultural  Factors 

The  Navajo  people  do  not  have  a  heritage  of  living  in 
a  market  economy;   this  is  ref-iected  in  many  aspects  of 
their  culture  which  affect  small  business  development.  The 
extended  family  has  traditionally  been  dominant  among  the 
Navajos,   and  there  has  developed  a  habit  of  extensive  shar- 
ing of  material  wealth  among  family  members.     This  tradi- 
tion of  sharing  has  caused  many  nei^  Navajo  businesses  to 
fail  due  to  the  owner's  overextension  of  credit  to  family 
members. 

Navajo  religion  has  historically  had  a  negative  effect 
on  small  business  development  through  its  discouragement  of 
wealth  accumulation.     The  high  cost  of  religious  ceremonies 
and  the  sanctioning  of  witchcraft  accusations  against  the 
rich  have  tended  to  discourage  capital  accumulation.  The 
religion's  fatalistic  attitude  toi>/ard  attempts  to  conquer 
nature  for  economic  gain  has  also  hindered  business  devel- 
opment .      _  _   

While  Navajos  are  usually  very  independent  in  their 
personal  lives,   in  economic  affairs  they  tend  to  exhibit 
what  has  been  called  "familistic  individualism."  Familis- 
tic  individualism  tends  to  encourage  cooperation  and  dis- 
courage authoritarianism  and  aggression  in  economic  affairs. 
This  situation  promotes  harmony  among  family  members,  but 
it  also  discourages  aggressive  personality  traits  which  are 
generally  associated  with  entrepreneurs. 
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Another  factor  which  retards  small  business  development 
on  the  reservation  is  the  Navajos'   inability  to  accumulate 
substantial  savings  o£  equity* capital .     Rather  than  saving 
money,   the  Navajos  have  traditionally  placed  their  savings 
in  commodities,  such  as  livestock  and  silver  jewelry.  Also, 
the  low  per  capita  income  among  the  Navajos  has  necessitated 
a  high  marginal  propensity  to  consume  and  has  made  it  diffi- 
cult for  them  to  accumulate  substantial  savings. 

Educational  Factors 

It  was  not  until  after  World  War  II  that  the  Navajo 
people  became  interested  in  formal  education.     Today  the 
Navajos  have  an  excellent  educational  program  with  high  at- 
tendance rates  and  low  dropout  rates;  however,   from  the 
point  of  view  of  business  development,   there  are  still 
problems  with  the  Navajo  educational  system.     Basic  econom- 
ics is  not  widely  taught  in  the  reservation  schools,  and 
those  business  courses  which  are  taught  tend  to  emphasize 
mechanical  business  skills  rather  than  business  decision 
making. 

The  scarcity  of  Navajo  entrepreneurs  is  a  key  factor 
in  explaining  tlie  absence  of  small  businesses  on  the  reser- 
vation.    Without  developing  entrepreneurs  to  serve  as  cata- 
lysts in  the  growth  process,  all  of  the  institutional  bar- 
riers to  small  business  development  could  be  removed  and 
there  would  still  be  little  business  development  on  the 
reservation.     In  a  survey  of  reservation  entrepreneurs,  the 
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most  frequently  cited  problem  in  developing  businesses  on 
the  reservation  was  the  absence  of  well  trained  Navajo 
businessmen.     The  improved  educational  system  on  the  reser- 
vation following  World  War  II  will  help  remedy  the  educa- 
tional problem,  but  there  still  is  no  emphasis  on  develop- 
ing decision-making  skills  in  the  reservation  schools. 

Evaluation  of  the  Hypothesis 

The  analysis  in  this  study  has  shown  that  the  Navajo 
economy  is  undiversif ied  and  that  the  reservation's  small 
business  community  is  underdeveloped  relative  to  surrounding 
areas  and  the  nation  as  a  whole.     The  study  has  also  shown 
that  business  advantages,   e.g.,   the  Navajos'   favorable  tax 
structure,  are  more  than  offset  by  the  numerous  legal, 
financial,  cultural,  and  educational  disadvantages  to  small 
business  development  on  the  reservation.     These  findings 
very  strongly  support  the  original  hypothesis  which  this 
study  tested.     The  absence  of  small  businesses  on  the  Navajo 
Reservation  is  largely  the  result  of  hindrances  stemming 
from  the  Navajos'  unique  institutional  structure. 

Conclusions  •  " 

The  lack  of  tertiary  development  in  the  Navajo  economy 
has  caused  concern  in  recent  years  among  tribal  leaders. 
This  concern  has  been  prompted  by  a  growing  awareness  that 
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the  income  generated  by  the  reservation's  basic  industries, 
e.g.,  agriculture,  gas     and  mineral  production,  handicrafts, 
tourism,  and  the  numerous  government  programs,  has  been 
flowing  directly  off  the  reservation  without  generating 
secondary  economic  activity.     The  underdeveloped  tertiary 
sector  has  also  affected  the  Navajos  in  other  ways.  They 
frequently  must  travel  long  distances  in  order  to  purchase 
goods,  and  the  reservation  stores  they  patronize  generally 
have  a  restricted  selection  of  commodities  to  choose  from. 
Prices  also  tend  to  be  higher  on  the  reservation  than  in 
nearby  communities  as  a  result  of  monopolistic  imperfections 
in  the  reservation  market.-'-  ' 

The  development  of  a  small  business  community  on  the 
reservation  could  help  delay  the  exit  of  the  Tribe's  basic 
income  to  the  outside  economy  and  could  also  generate  a  • 
number  of  external  economies,  e.g.,   the  creation  of  new 
jobs  and  a  training  ground  for  workers  and  potential  entre- 
preneurs, the  creation  of  a  labor  market,  the  development 
of  markets  for  ancillary  services,  the  stimulation  of  the 
transportation  and  communications  sector  of  the  economy, 
and  the  development  of  new  social  overhead  capital.  The 
returns  to  the  Navajos  from  the  development  of  reservation 
businesses  should  be  high  at  first,  due  to  the  small  number. 


Southwestern  Indian  Development,   Inc.,  Traders  on  the 
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Indian  Development,   Inc.,   1970),  passim. 
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of  presently  existing  businesses.     But  with  only  130,000 
people  and  a  very  low  level  of  per  capita  income,  the 
reservation  does  not  have  the  capacity  to  effectively  sup- 
port unlimited  numbers  of  tertiary  businesses.     As  the 
number  of  reservation  businesses  comes  more  into  line  with 
the  needs  of  the  Navajo  economy,  this  sector  will  have  to 
slow  its  rate  of  growth  to  correspond  with  population  in- 
creases and  increases  in  income.     However,  under  present 
constraints,  the  number  of  Navajo  businesses  is  artificially 
small,   and  new  small  businesses  could  have  a  substantial 
impact  on  the  reservation  economy. 

Su.ggestions  for  Change 

Many  of  the  business  development  problems  discussed 
in  this  study  suggest  their  own  remedies.     In  the  area  of 
legal  problems,  since  it  is  not  likely  that  the  Tribe  will 
change  its  land  tenure  system  and  allow  businessmen  to  buy 
land,  the  Tribal  government  could  improve  the  leasing  pro- 
cess by  eliminating  many  of  the  approval  stages,  especially 
those  stages  where  politics  and  personality  have  a  chance 
to  enter  into  consideration.     The  lease  itself  could  be 
shortened  and  many  of  the  restrictive  provisions  could  be 
removed . 

With  regard  to  the  financial  problems  faced  by  Navajo 
entrepreneurs,   the  Tribe  would  encourage  greater  private 
lending  if  it  would  assure  private  financiers  that  they 
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could  obtain  title  to  improvements  on  the  leased  land  if 
a  Navajo  entrepreneur  defaulted  on  his  loan. 

With  regard  to  the  cultural  hindrances  to  small  busi- 
ness development,  there  is  no  guarantee  that  a  business 
community  would  thrive  if  certain  cultural  obstacles  \^ere 
removed,   and  it  is  possible  that  the  conflict  and  personal 
dislocations  caused  by  a  deliberate  policy  to  alter  the  • 
Navajo  culture  might  counteract  any  positive  benefits  re- 
sulting from  increased  business  development.  '  \ 

In  the  area  of  education,   it  would  be  beneficial  to 
the  reservation  economy  if  an  introductory  course  in  econom- 
ics were  made  a  required  subject  in  reservation  high  schools 
An  understanding  of  the  role  of  profits  in  a  private  enter- 
prise system  might  lessen  the  hostility  toward  reservation 
businessmen  and  prepare  more  young  Navajos  to  enter  busi- 
ness for  themselves.     It  would  also  be'  advantageous  if  the 
new  Navajo  Community  College  were  to  develop  a  business  pro- 
gram that  would  teach  Navajos  not  only  mechanical  business 
skills,  but  also  basic  business  decision  making. 

Suggestions  for  Further  Research 

By  relating  the  development  of  small  businesses  on  the 
Navajo  Reservation  to  the  distinctive  social,  political, 
and  cultural  institutions  of  the  Navajo  people,   this  study 
suggests  a  pattern  for  the  analysis  of  other  sectors  of  the 
Navajo  economy.     The  importance  of  considering  non- economic 
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variables  when  attacking  the  economic  problems  of  a  minority 
group  has  been  repeatedly  demonstrated.     This  is  the  first 
attempt  at  such  an  economic  analysis  of  the  Navajo  Tribe, 
and  it  is  hoped  that  other  authors  will  find  this  research 
valuable  as  they  examine  additional  economic  problems  of 
the  Navajos  and  other  minority  groups.     One  specific  area 
of  the  Navajo  economy  where  a  similar  analysis  could  be  es- 
pecially valuable  is  in  the  industrial  sector.     No  compre- 
hensive analysis  of  the  industrial  failures  on  the  reserva- 
tion has  ever  been  made,  and  'such  an  analysis  would  serve 
as  a  complement  to  this  study. 
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DIAGRAM    OF    THE    LEASE    APPLICATION  APPROVAL 
PROCESS,    NAVAJO    I^ESERVATION,  1970 
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APPENDIX  B 


LETTER  OF  INTRODUCTION  TO  THE  ENTREPRENEUR 
QUESTIONNAIRE,     NAVAJO  RESERVATION,  1970 

Kent  Gilbreath 
946-A  Herietta 
Gallup,  New  Mexico  87301 

I  am  conducting  a  study  of  the  opportunities  for  ex- 
panding small  business  on  the  Navajo  Reservation.  The 
study  is  being  conducted  in  conjunction  with  a  doctoral 
dissertation  at  the  University  of  Florida. 

If  my  study  is  to  be  realistic  and  have  any  value  for 
the  citizens  of  the  Navajo  Reservation,   I  will  need  full 
and  accurate  information.     Thus,   I  am  asking  for  your  co- 
operation.    Would  you  please  supply  me  with  answers  to  the 
enclosed  questions.     These  answers  will  help  in  understand- 
ing something  about  the  nature  of  businessmen  on  the  reser- 
vation. 

You  are  requested  not  to  sign  the  form.     And  policy 
requires  that  I  handle  as  confidential  all  information 
supplied  from  private  sources. 
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A  stamped,  addressed  envelope  is  enclosed  for  your 
convenience.     Thank  you  very  much  for  your  time,  and  it 
is  my  sincere  hope  that  I  will  be  able  to  visit  with  you 
in  the  near  future.  •  ■ 

Yours  truly, 

Kent  Gilbreath 
Graduate  Student 
Department  of  Economics 
University  of  Florida 


APPENDIX  C 

ENTREPRENEUR  QUESTIONNAIRE  - 
NAVAJO  RESERVATION,  1970 

Please  answer  the  follovving  questions  in  the  proper  way 
and  please  Do  Not  sign  your  name  to  this  paper. 

1.  Male  (  )        or  Female  (  ) 

2.  Married  (  )         or  Single   (  ) 

3.  Children    Yes   (  )     No  (  ) 

4.  How  much  formal  schooling  have  you  had?     (Circle  high- 
est grade  finished.) 

6th  or  less,   7,   8,  9,   10,   11,   12,  College,   1,   2,  3,  4 

5.  If  you  attended  college,  what  was  your  major? 

6.  Do  you  attend  religious  services  as  often  as  once  a 
week?     Yes   (  )  No  (  ) 

7.  What  is  your  present  occupation? 

8.  In  wliat  types  of  work  have  you  had  experience? 

9.  Have  you  ever  been  in  business  for  yourself  before? 
Yes   (  )  No   (  )     If  so,  what  type  of  business?   

10.  In  what  year  did  you  last  attend  school?  19 

11.  Have  you  ever  participated  in  any  sports?     Yes   (  )  No  (  ) ' 
If  so,  which  ones? 

 .  ___>  • 

12.  How  much  formal  schooling  did  your  father  receive? 
How  much  forma"T~schooling  did  your  mother  receive? 

13.  How  many  brothers    and  sisters    do  you  have? 
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14.     IVhat  type  of  work  does  or  did  your  father  do? 


15.     Were  either  of  your  parents  ever  in  business  for  them- 
selves?    Yes   (  )  No  (  )^    If  yes,  what  kind?   


16.     Were  any  of  your  brothers  and  sisters  ever  in  business 
for  themselves?     Yes   (  )  No  (  )     If  yes,  what  kind? 


17.     When  you  were  growing  up,  did  your  parents  try  to  en- 
courage you  to  go  into  any  particular  kind  of  work? 
Yes   (  )  No  (  )     If  yes,  what  kind  of  work?   


18.  Do  you  think  the  training  and  attitude  you  received 
from  your  parents  had  anything  to  do  witli  your  wanting 
to  go  into  business  for  yourself?     Yes   C  )  No  (  ) 

19.  From  whom  do  you  feel  that  you  got  most  of  your  ambi- 
tions or  goals  in  life?     Father  (  )  Mother  (  )  Others   (  ) 

20.  Would  you  want  your  children  to  go  into  business  for 
themselves  when  they  are  grown  up?     Yes   (  )  No   (  ) 

21.  Are  you  guiding  your  children's  training  toward  busi- 
ness ownership?     Yes   (  )  No   (  )     If  yes,   in  what  way? 


22.     Have  you  ever  traveled  outside  Arizona  and  New  Mexico? 
Yes   (  )  No  (  )     If  yes,  ivhere?   ,   , 

 '   »   »  „  } 


23.     Do  you  think  it  advisable  or  useful  for  a  businessman 
to  devote  some  of  his  time  and  efforts  to  politics? 
Yes   (  )  No  (  )     If  yes,  what  should  the  businessman  do? 


24.  Do  you  feel  that  there  is  a  shortage  of  able  business- 
men on  the  reservation  today?  Yes  (  )  No  (  )  If  yes, 
what  v\rould  you  suggest  to  remedy  the  situation? 


25.     What  do  you  consider  to  be  the  single  greatest  hindrance 
to  the  Navajo  individual  who  wants  to  start  a  business 
on  the  reservation? 


26.     In  what  year  was  your  business  started? 
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27.     What  was  the  original  capital  investment? 


28.  Did  you  find  that  you  had  planned  enough  canital? 
Yes   (  )  No   (  ) 

29.  I£  you  had  not  planned  enough  capital,  were  you  able 
to  get  additional  capital?     Yes   (  )  No  (  ) 

30.  Where  did  you  obtain  extra  needed  capital?   ^ 


31.     How  old  were  you  when  you  started  this  business? 


32.  Did  your  wife  work  when  you  started  the  business? 
Yes   (  )  No  (  ) 

33.  Does  your  wife  work  now?     Yes   (  )  No  (  ) 

34.  Is  your  business  insured  at  all?     Yes   (  )  No  (  ) 
Fire   ?     Liability  ? 

35.  V/hen  you  started  the  company,  how  long  did  you  think 
it  v/ould  take  before  you  broke  even? 


36.     How  long  did  it  actually  take  before  the  business  broke 
even  or  made  a  profit?     Months  Years 


37.     How  did  you  decide  what  price  to  charge  for  your 
product?  


38.     What  were  your  toughest  problems  before  you  actually 
started  the  business? 
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Wise,  Melvin  R.   Director ,Divisionof  Information  and  Statis 
tics,  Navajo  Agency  of  the  BIA,  private  interview, 
Window  Rock,  Arizona,  August,  1970. 

Wood,  Everett.  Area  Credit  Officer,  '    ;    '  '  '  ■ 

BIA,  private  interview,  Window  Rock,  Arizona,  August 
26,  1970. 

Zah,  Peterson.  Tribal  Advocate,  D.N. A. ,  private  interview. 
Window  Rock,  Arizona,  August  27,  1970. 


Messages 

Nixon,  Richard  M. ,  President  of  the  United  States. 

"Message  to  Congress  on  Indian  Affairs,"  July  8,  1970 


I  certify  that  I  have  read  this  study  and  that  in  my 
opinion  it  conforms  to  acceptable  standards  of  scholarly 
presentation  and  is  fully  adequate,   in  scope  and  quality, 
as  a  dissertation  for  the  degree  of  Doctor  of  Philosophy. 


'alph»'H.  Blodgett,  C 
Professor  of  Economics 


irman 


I  certify  that  I  have  read  this  study  and  that  in  my 
opinion  it  conforms  to  acceptable  standards  of  scholarly 
presentation  and  is  fully  adequate,   in  scope  and  quality, 
as  a  dissertation  for  the  degree  of  Doctor  of  Philosophy. 


seply  M.   Perry — ^ 

Assistant  Professor  of  Economics 


I  certify  that  I  have  read  this  study  and  that  in  my 
opinion  it  conforms  to  acceptable  standards  of  scholarly 
presentation  and  is  fully  adequate,   in  scope  and  quality, 
as  a  dissertation  for  the  degree  of  Doctor  of  Phijlo^ophy. 


Truett 

Assistant  Professor  of  Economics 


I  certify  that  I  have  read  this  study  and  that  in  my 
opinion  It  conforms  to  acceptable  standards  of  scholarly 
presentation  and  is  fully  adequate,   in  scope  and  quality, 
as  a  dissertation  for  the  degree  of  Doctor  of  Philosophy! 


Ruth  McQuown  ' 
Associate  Professor  of 
Political  Science 


This  dissertation  v/as  submitted  to  the  nean  of  the  College 
of  Business  Administration  and  to  the  Graduate  Council,  and 
v/as  accepted  as  partial  fulfillment  of  the  requirements  for 
the  degree  of  Doctor  of  Philosophy. 


August,  1971 


Dean,   Graduate  School 


